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Pristina Article on Boston Incident Reprinted 


93P20043A4 Tirana ZERI 1 POPULLIT in Albanian 
23 Oct 92 pp 1, 2 


[Article by Bajrush Morina: “Why Were Six Albanian 
Diplomats Arrested?”’—reprint of article that appeared 
in ZERI on 3 October} 


[Excerpts] Recently, U.S. public opinion and, in partic- 
ular, Albanian public opinion have been “disturbed” by 
the incident involving six Albanian diplomats that 
occurred in Boston. [passage omitted] 


What really happened with the Albanian diplomats in 
Boston last Sunday? According to information released 
by the police station in Boston and communicated by 
Reuter, the BOSTON HERALD, and several U.S. radio 
stations, six Albanian diplomats were arrested on the 
street after midnight for ‘asking a prostitute to engage in 
sexual relations with them for $10." What is worse is 
that this “prostitute” was an undercover policewoman 
who, after presenting her credentials, arrested the six 
Albanian diplomats and dispatched them to the Boston 
police station. The Albanian ambassador to the United 
States, Roland Bimo, went to the police station to show 
his concern for the “fate” of his colleagues. After the 
Boston police consulted with the State Department in 
Washington, Bimo was able to get them released from 
the handcuffs of the police. 


As of now, the only explanation for this “incident” from 
the Albanian side has come from Ambassador Roland 
Bimo. In his statement, Bimo said, “We still do not know 
the reasons for the arrest but we do know that six 
Albanian diplomats, riding in a car with diplomatic 
plates, were harasssed by a female passerby from whom 
they asked directions.” According to the Albanian 
ambassador: “The police forcibly pulled the diplomats 
out of the car and just as forcibly dispatched them to the 
police station, where they were detained for several 
hours to check their credentials, to see if they were 
falsified. The Albanian diplomats were accused by the 
police, on the basis of the ‘depositions’ of the passerby, 
who was a police officer.” At the end of his statement, 
Roland Bimo criticizes the great Boston police force. 
“The use of force against a diplomat is contrary to all 
legal provisions on diplomatic immunity according to 
the Vienna Convention and this incident has disturbed 
authorities in Albania. We are trying to determine who 
was responsible and we will express our opinion in due 
time. Although I have respect for the free press, the 
information should not have been published in the form 
in which it was published; we are convinced that the 
truth will be made known and I believe that, with 
understanding, on the basis of the law, we will find out 
what happened, not by provoking an incident and 
making it public, as the Boston police did,’ Ambassador 
Roland Bimo concludes. [passage omitted] 


There has been no official reaction from the U.S. State 
Department or the Albanian Government in regard to 
this “‘incident.”’ Indeed, an official of the U.S. State 
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Department said that the department has not issued an 
official report because, so far, it has received informa 
tion only from the Albanian Embassy and not from the 
Boston police. 


Although the truth about this “incident” has not yet been 
revealed by the U.S. Government or the Albanian Gov- 
ernment, all the facts indicate that the arrest of the 
Albanian diplomats in Boston caused great anxiety in the 
Albanian-American community, in particular. This anx- 
iety was increased by the fact that there has been no 
official information from either side and the entire 
incident has been discussed and commented upon in 
various ways. Thus, many people are asking: “What did 
the Albanian diplomats want when they went to the 
‘Combat Zone’ after midnight? Why were the Albanian 
diplomats on that street at that time, on the night the 
Albanian community in Boston had organized a dinner. 
together with the Albanian mission in the United States, 
for the purpose of raising funds for opening the Albanian 
Embassy in Washington?” 


According to some people, on that “deceitful” night, the 
Albanians went out “looking for girls” after having 
dinner at Anthony Athanas’ restaurant. The excuse that 
they got lost and stopped to ask directions trom a 
passerby does not make sense because, that night, the 
Albanian diplomats were the guests of the well-known 
Albanian businessman, Anthony Athanas, with all 
expenses paid for food and lodging. Although 1t 1s true 
that Paragraph 27, Point 5 of the “Vienna Convention 
on Diplomatic Relations,” approved on 13 December 
1972, states: “Diplomats will have appropriate creden- 
tials... and will receive protection from the country in 
which they are carrying out their activity, during the 
course of their work... and they will enjoy personal 
immunity and will not be subject to arrest or detention,” 
in another place the Convention states that the privileges 
and immunities which diplomats enjoy cannot be used 
for personal advantage but their purpose is “to ensure 
the effectiveness of the work of the diplomatic mis- 
sions.” Therefore, whether it is a question of a “provo- 
cation” or the exceeding of authority by the Boston 
police, the question arises: Were the Albanian diplomats 
“carrying out their diplomatic functions,” or did they 
use their diplomatic immunity “for personal advan- 
tage’?! So, all the facts say that at 0200, in the narrow 
streets of the “Combat Zone,” the Albanian diplomats 
were not carrying out their diplomatic duties but were 
“serving” their unbridled passions. 


However, the truth about this incident is expected to be 
revealed soon. Albanian Ambassador Roland Bimo has 
said that the responsibility for the behavior of the 
Albanian diplomats will be determined and the US. 
State Department will soon be issuing an official report. 
Nevertheiess, the “incident in Boston” has greatly dis- 
turbed the Albanian community in the United States, 
arousing a wide range of comments. As for the political 
“anxieties” of the Albanian community in this part of 
the diaspora, we can say that the interview of Academ- 
cian Rexhep Qosja, given to the “Voice of Montenegro” 
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radio and to the Albanian ‘Victoria’ Radiotelevision 
studio, and the interview of Veton Surroi, also given to 
the “Victoria” studio, have “made the situation more 
tense.’’ Academician Rexhep Qosja openly spoke about 
the political mistake of false reliance on the foreign 
factor and total denial of the domestic factor, while 
Veton Surroi firmly stated that activity in international 
forums was more fruitful two or three years ago than it is 
today. 


In conclusion, let us say that as long as Albanians are 
disturbed about “incidents” and various comments of 
Albanian-American politicians and intellectuals, and the 
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White House and the American press, in general, we 
forget the Balkan war more and more and are more and 
more concerned with the November presidential elec- 
tions, For example, recently, all the newspapers and 
television broadcasts have led with reports on the Bush- 
Clinton election campaign, while the well-known jour- 
nalist Kristina Amnopour, reporting from the battle- 
front, wrote in her latest article about the sad state of 
dogs during the fighting in Sarajevo. 


The United States is a country of incidents and Alba- 
nians in the United States are a people disturbed by 
incidents. 
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Nationalist Paper on Ethnic Relations in Kurdzhali 
93BA0009A Sofia ZORA in Bulgarian 8 Sep 92 pp 3, 9 


[Article by Dobromir Zadgorski: “What It Is Like To Be 
a Bulgarian in the Kurdzhali Area. or How Mustafa 
Yumer, the Mayor of Krumovgrad, Ran Away From 
Zora’’] 


[Text] The official government politicians hate to travel 
in the former Kurdzhali Okrug. This is not only because 
the SDS [Union of Democratic Forces] received some 
ridiculous 7,070 votes of the 126,680 actual votes. The 
anti-Bulgarian policy of the dark-blue ones [reference to 
the right-wing of the SDS] and their open collaboration 
with DPS [Movement for Rights and Freedoms] have 
established an enormous gap between the descendants of 
those who were driven away by the massacres in Eastern 
Thrace in 1913 and a government for which the condi- 
tions of its compatriots in the so-called mixed regions is 
of the least concern. On the other hand, the economic 
Stagnation and the impudence of the local opstina 
administrations dominated entirely by the DPS have no 
limits in this area forgotten by God and Allah and, most 
of all, by Sasho Yordanov and company. 


The city of Kurdzhali, where I arrived after a six-hour 
trip on two nightmarish buses, is a fortress of the OPT 
[Fatherland Labor Party] and the National Committee 
for Protection of National Interests. It is also protection 
of the Bulgarian national spirit, threatened by true 
social, economic, cultural, and ethnic genocide. There 
are two institutions here, the OPT and the DPS, that 
have the power and the influence to dictate political 
fashion. The others are present (except for the BSP 
[Bulgarian Socialist Party] in parts) symbolically. And 
their functions are decreasing. The Kurdzhali Opstina 
has countless problems that, to a great extent, are diffi- 
cult to solve. The mayor’s office is ruled by the DPS and 
its gravitating servants, and to them Bulgarian is a 
“dirty” word. The eyes of the so-called ethnic Turks are 
looking only at Anavatan (the motherland), Turkey. 
Emigration continues and accelerates, and the attempts 
of Dogan and his clique to influence the Turkish Gov- 
ernment to stop the flow of emigrants are futile. 


We Are Leaving Because We Are Free People... 


...one head of a family told me at the Kurdzhali bus stop, 
where the bus from Sofia to Bursa, which leaves the Sofia 
Central Station every blessed day, stops temporarily. He 
asked me not to mention his name. “I am not interested 
in Dogan. I have here about 150,000 leva in savings, but 
I took them out and I am leaving because I have always 
wanted to live in Turkey. Politics are not for me. For the 
first time I can freely choose where to live and no one can 
stop me.” This monologue of the 40-year-old man is 
quite different from the teary television reports by the 
regime’s clappers, which aim to deceive the tortured- 
by-demagogy senses of the Bulgarian people with: ‘Well 
don’t you see, people who determine themselves as 
Turks are leaving Bulgaria because of malicious rumors 
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spread by OPT and OKZNI [National Committee for the 
Defense of National Interests], as well as because of the 
extremely difficult economic situation of the DPS elec- 
torate.”’ As far as the latter is concerned, it is true, as it is 
true for all Bulgarians in the region who are in such a 
Stagnant situation. And regarding all the hard-working 
peopic, who for years and years made a living growing 
tobacco and who are now destitute, let Dogan and 
Aleksandur Yordanov answer the question as to why 
they pulled the rug from under their feet with the Land 
Law. Especially since these people have lived from the 
time of Lyapchev and Bagryanov in associations and 
cooperatives, and after the coup in 1944 they lived in 
TKZS’s [Agrarian Cooperative Farms]. And doesn’t the 
spontaneous admission of Mehmed Hodzha, the deputy 
to parliament from Kurdzhali, “If it were up to me, | 
would close the liquidation councils,”’ show best the late 
realization of the betrayal that the upper echelon of DPS 
committed against its own electorate? In any case, the 
crocodile tears shed by the movement’s leaders for the 
emigration by their pragmatically thinking supporters 
are not only demagogy—they are also cynicism. 


On the other hand, the current toward Turkey grows. In 
1988 there were 114,000 people living in the greater 
Kurdzhali opstina alone! 


During the last elections there were 46,685 people who 
voted in the same opstina, of which 49.19 percent voted 
for DPS. The emigration wave is strongest in the Per- 
perek, Shiroko Pole, Enchts, and Stremtsi opstinas. 
There were 22,000 people who voted in the greater 
opstina for Mayor Ivo Saraliyski. Of them nearly 10,000 
are already in Turkey. Undoubtedly, after the next 
elections, the mayor of the city will be a Bulgarian and a 
patriot, and not a deputy for Ankara, as it is now. 
Altogether for the former okrug, 130,000 people have 
left. 


Krumov Remains a Stronghold of the Bulgarian 
Nati Spirit... 


...1n spite of all the elements of a Turkish village that 
have inundated the formerly pretty little city. The 
drawn-out howl from the mosque, the signs in Turkish 
on the bakery, the foreign speech everywhere, and most 
of all, Mayor Mustafa Yumer'’s rule like a Turkish feudal 
governor have transformed it into well-planned chaos. 
Neglect and dirt are everywhere. The new and elegant 
hotel, which opened less than four years ago, is closed. 
Even the military base in the city is under threat of being 
closed to please the fifth column, which is DPS. The 
officers’ families live under constant pressure and com- 
ments of rumors about the base’s faith. And 1! is the only 
one that would respond in the event the Motherland 1s 
threatened from the south.... 


By the way, I came to Krumovgrad because of an official, 
signed and sealed, invitation by Mayor Mustafa Yumer 
to Zora’s editorial board. The invitation by itself is 
surprising, considering it was precisely our newspaper 
that first uncovered the now-proven relationship 
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between the present mayor and his job in the former 
State Security. We accepted the invitation led by the 
belief that we need to listen to our political opponents, as 
well as to our overt ill-wishers. Actually the invitation 
was for | September, at 1000 in the building of the 
former Krumovgrad TKZS to discuss the opstina’s prob- 
lems. When we got to the place we learned that not only 
will the meeting not take place because it had been 
“postponed,” but also Mayor Yumer flat-out had hidden 
himself from the writer of these lines. Anonymous wit- 
nesses confirmed that at the time I and Gincho Pavlov, 
deputy for OPT [Fatherland Labor Party] (who is from 
Krumovgiad) were entering, the mayor had left the DPS 
club in a hurry, had rushed into his official car, and taken 
off to somewhere. He was never seen again while we were 
wandering in Brownian motion among City Hall and the 
Other administrative buildings looking for him. His 
extremely embarrassed secretary mumbled something 
similar to the joke about Kirkor and Garabed [ethnic 
joke about Armenians]: “He was here a moment ago. Go 
out, have coffee, come back.” So we were left holding 
Mr. Yumer’s invitation as a memento. But the fact that 
we did not meet with the mayor did not hide the tracks 
and the evidence of his Anatolian-type of government 
and the fact that he 


Rules Like a Turkish Feudal Governor 


In less than 24 hours tens of people came to complain to 
me and Mr. Gincho Pavlov. The picture is heart- 
breaking, and so as not to get too involved, I will try to 
summarize its most important details. Mayor Mustafa 
Yumer, it seems in our honor and for the first time since 
the elections, had placed on the opstina building (the day 
before) the Bulgarian tricolor flag. He had just put 5,000 
km on his official car in Turkey, traveling around 
Edirne, Istanbul, and Ismir, allegedly to beg for Turkish 
investments. Actually he was on a free trip. Yumer has 
imposed here an overt anti-Bulgarian regime. All “incon- 
venient” people are fired. And Bulgarians and Bulgarian 
Muslims, who under conditions of total harassment 
defend their Bulgarian names, are the first to get fired. 
The situation has become outrageous: Detelina Choban- 
ova, the City Hall secretary in Chernichevo village, who 
does not belong to any party, the mother of two children, 
please note, born in 1984 and 1987, was fired unlawfully! 
Afterwards she was hired again... and the next day was 
fired again. The reason is “participation in the revival 
process.”” But she could not have been “reviving” in 
those senseless years for the simple reason that she was 
continuously on maternity leave and was taking care of 
her children at home. The truth is simple: Detelina and 
her husband, Asen, are Bulgarian Muslims who want to 
keep their Bulgarian names! 


Actually the wave of dismissals from work is permanent. 
But the grossest ones happened during April and May of 
this year when the most capable police officers in Kru- 
movegrad, Ivan Angelov, Kalin Boyadzhiev, Stoyan Pav- 
lov, and Kharitov, were fired with a single phone call 
made by Minister Sokolov, the “gray cardinal” using the 
cynical phrase “unfitness.” The telephone lawlessness 
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was committed on 6 April 1992, while the order itself 
came three weeks later, not until 27 April. By the way, 
here are some facts about Captain Kharitov’s “unfit- 
ness”: aS a regional crime detective for many years, he 
has had a crime-solving rate of between 95 and 98 
percent! Respected as a person and a professional, his 
dismissal was so absurd that even the Turkish popula- 
tion in the city started a petition in his defense, which 
was later categorically prohibited by Mayor Yumer, the 
recent DS [State Security] informant, who 1s famous for 
having presented to the MVR [Ministry of Internal 
Affairs] the unique special request: “I request to be 
destatified....” 


No need for comments here. But we cannot ignore some 
other things that, if the consequences had not been so 
serious, are so ridiculous that they merit the pen of 
Yaroslav, Khashek and Gogol. DPS activists collected 
in Krumovgrad the death certificates of people who died 
during the last few years and, like in a badly transcribed 
copy of Dead Souls (by Gogol), palmed them off to 
Sokolov as victims of the “Revival Process!” And they 
“stuck” Captain Kharitov with five whole ‘““murders’’”! 
Minister Sokolov, believing everything without checking 
it out, fired the above-mentioned officers with the speed 
of lightning. A few days later, he and Capt. Gen. Bogomi! 
Boney, after checking, found out that they had been put 
by the local brothers of Chichikov in the roles of Ply- 
ushkin and Korobochka from the famous novel by the 
great Russian writer. But because the above-mentioned 
officers’ names are on the “black” list given to Minister 
Sokolov by Akhmed Dogan, and in spite of MVR’s 
enormous legal blunder, they were not given their jobs 
back. And to the question asked by the police trade 
union regarding Kharitov’s dismissal, Bogomi! Bonev 
answered (hold on tight, dear reader, so you don't drop 
to the ground): ““Kharitov has committed five murders, 
that is why he was fired!?"’ How about that? What if he 
had “committed” a hundred? Of course, he did not 
commit any, and couldn't have. Such “jokes,” however, 
when made by somebody up high, can kill anyone 
morally and socially. At this time, Captain Kharitov 1s 
seeking justice from the ministry with the help of the 
courts, does whatever work he can find, and continues to 
be respected in the city. We should mention here that in 
Khaskovo, for example, police officers who have gradu- 
ated from schools in Atlanta and Baltimore have been 
fired for the same type of ‘‘unfitness.” 


Meanwhile, the attempts of the DPS emissaries to nail 
the local people to the bare rocks forever are having the 
opposite effect. By now 27,000 people from the opstina 
have emigrated to Turkey. The descendants of the Thra- 
cean Bulgarians, for whom this much-suffered land 1s 
everything, remain. 


The new parish priest, the young Father Petur, arrived in 
August, and this was a happy and noble vvent in Kru- 
movgrad. Known in the past as Kamen Garena, his 
secular name, the Father is a true patriot and ardent 
champion of the cause of the Holy Bulgarian Eastern 
Orthodox Church and the Bulgarian national spirit. At 
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this time he is doing the impossible to revive God in the 
souls of the people in the city by providing service in the 
Sveti Yoan Rilski, one of the most beautiful churches in 
this area. The bell rings every blessed day to the great joy 
of the Christians and to the horror of the mayor, who is 
trying to hamper even this centuries-old sign of salvation 
of the Bulgarian idea.... 


Gincho Pavlov and I each light a candle for the nation’s 
and Fatherland’s martyrs. And we leave in peace. Behind 
us, Bulgaria remains everywhere. 


Weakened SDS Coalition Seen Developing 


AU0911184692 Sofia OTECHE STVEN VESTNIK 
in Bulgarian 5 Nov 92 p 2 


[Article by Ruen Krumov: “How Large ts the Union of 
Democratic Forces’ Parliamentary Group?’’] 


[Text] As is known, the Union of Democratic Forces 
[SDS] has the largest group in parliament, namely 110 
members elected by 1,903,567 votes, or by 34.6 percent 
of the total number of voters. The SDS Parliamentary 
Group represents the 16 parties and organizations that 
are members of the SDS coalition. The largest are the 
Radical Democratic Party and the Democratic Party, 
which have 18 deputies each, while some parties, such as 
the New Social Democratic Party, and the Constitu- 
tional Union are represented by one member of parlia- 
ment each. Eleven of the total number of SDS deputies 
declare themselves as nonparty affiliated. 


The most important question today is whether the SDS 
is still the largest parliamentary group, or whether it is 
likely to relinquish its place to the Bulgarian Socialist 
Party [BSP], which, with its 106 deputies, (after Andrey 
Lukanov’s arrest they are actually 105) elected by 
1,836,050 votes, or 33.14 percent of the total number of 
voters, holds the second place. 


A short time ago, 12 deputies from the SDS published a 
paper entitled the “1992 Memorandum” and other doc- 
uments in which they sharply criticized the present SDS 
leadership and the government’s work in particular. The 
chief initiators of the action were former Defense Min- 
ister Dimitur Ludzhev (former member of the Federa- 
tion of Democracy Clubs, headed by Yordan Vasilev, 
and an independent member of parliament today), who 
established the so-called New Policy Center, and Deputy 
Asen Michkovski, who is the chairman of the Economic 
Commission, and who is considered to be the leader of 
the Podkrepa lobby in the parliament. The overall com- 
position of this group is interesting. It is chiefly repre- 
sented by members of the Alternative Social Liberal 
Party [ASP], including five of the total of six members of 
this group, namely: Asen Michkovski, Valentin Karaba- 
shev, Georgi Kostov, Emil Tsonchev, (former nonparty 
affiliated member), and Marin Marinov. Only Ilian 
Shotlekov did not sign the “1992 Memorandum.” As is 
known, two ministers of Filip Dimitrov’s resigning cab- 
inet, namely Prof. Nikolay Vasilev and Rumen Bikov, 
belong to the ASP. 
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The other deputies who signed the “1992 Memoran- 
dum” are Margarit Minkov from the Social Democratic 
Party, led by Ivan Kurtev [SDS member as opposed to 
the other, Bulgarian Social Democratic Party, led by 
Petur Dertliev, which has no seat in parliament]; Atanas 
Mateev from the Nikola Petkov Bulgarian National 
Agrarian Union [BZNS], which is an SDS member; 
Khristo Todorov from the Radical Democratic Party; 
Gospodin Atanasov, Dimitur Ludzhev, and Stefan 
Bozhilov, who are SDS nonparty members. As you see, 
the picture is rather colorful. 


Dimitur Ludzhev was on the verge of becoming an SDS 
reject [otlyuspen] on the instruction of the Coordinating 
Council because of his criticism of the union’s leadership 
and the government. It was subsequently declared that 
anyone who votes against the government or abstains 
from voting would no longer be considered an SDS 
member. 


However, the Group of 12 (which is erroneously called 
Group of 13) took an unexpected move by declaring that 
it would submit to party discipline, and that all those 
who signed the 1992 Memorandum” would vote for the 
government. Evidently, the SDS leadership did not trust 
them too much. To begin with, Dir \itur Ludzhev was 
not included in the list of SDS sp. «ers, which would 
have provided him with the opportunity of announcing 
this decision. He did it through an interjection (after 
being repeatedly interrupted by Snezhana Botusharova, 
who chaired the meeting). In his interjection he 
explained that, although the Group of 12 had voted for 
the government, its reservations about Filip Dimitrov’s 
cabinet remain. 


On the occasion of the secret ballot (after an open vote 
was rejected by the BSP and the Rights and Freedoms 
Movement), Aleksandur Yordanov publicly declared 
that there are at least three methods of finding out which 
SDS deputies voted for or against the government. 
Following this, each SDS deputy had to show his voting 
bulletin to specially designated “controllers.” This 1s 
something that even Todor Zhivkov did not dare to do. 


After Ahmed Dogan declared that the government 
majority should take a turn to the left, after his allusion 
to “blue [SDS] fascism,” and after his statement that not 
only the SDS, but also the DPS is capable of adminis- 
tering “kicks,” the SDS leaders publicly denounced 
Dogan, which did not prevent the ASP National Confer- 
ence in Turgovishte from appealing for cooperation with 
the DPS. 


It is not difficult io predict that if the SDS National 
Coordinating Council should further insist on Filip 
Dimitrov being the new prime minister (after he was 
twice disgraced by parliament, once in connection with 
the ‘‘Mishev-Asparukhov” affair, and then on the occa- 
sion of his defeat by the no-confidence vote), the Group 
of 12 is soon likely to be rejected [otlyuspena], or the 
group itself will separate from the SDS. In that case only 
98 deputies will remain in the SDS Parliamentary Group 
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and it will be relegated to the second place, which is 
likely to entail important and unpredictable conse- 
quences. Nevertheless, it is not only a question of the 
Group of 12. Rumors have it that numerous deputies 
from the right-wing back benches, who are now playing 
the role of supernumeraries and are not talking too 
much, are evidently bored and even irritated by the 
increasing diktats of the dozen SDS parliamentary group 
leaders (mainly from the Radical Democratic Party). At 
the first indication that the positions of the leading 
nucleus, which claims to be the chief exponent of democ- 
racy, are shaken, the former supernumeraries will 
abandon the sinking ship. 


It is an old saying that you can take a horse to water, but 
you cannot make it drink. 


Dogan Comments on Zhelev’s Press Conference 


93BA0011A Sofia PRAVA I SVOBODI in Bulgarian 
4 Sep 92 pp 1, 3 


[Statement by Akhmed Dogan, leader of the Movement 
for Rights and Freedoms, reported by Ayten Dzhafer: 
“With a Feeling for Accurate Political Time’’] 


[Text] On 30 August Dr. Zhelyu Zhelev, president of the 
Republic, gave a news conference on some topical political 
problems. It fanned political passions, triggering different 
reactions. What was the reaction of the DPS [Movement 
for Rights and Freedoms]? We asked Akhmed Dogan, the 
leader of the Movement. 


The press conference of the president of the Republic 
after his vacation is perhaps the most relevant news 
event and assessment of our political life. It was timely 
from the viewpoint of the processes that have recently 
been occurring in the country. 


The statement by Dr. Zhelev clearly indicated that, as a 
result of its erroneous strategy, the government had 
reached the limit of its possibilities. That is precisely 
why it needs a basic repair or replacement. The idea that 
should rally all democratic forces interested in true 
radical changes in the country is a very important point 
in the views of the president. 


As to the “war” waged by the government against all, I 
tend to share this assessment as well. The policy of 
confrontation, which seems to have become the priority 
line in the behavior of the first democratic government, 
has begun to dominate and define the entire aspect of its 
activities and its reputation. I am convinced that the new 
changes that must be made, including ir. the structure of 
the government, will contribute to developing a new 
image of the SDS and of the parliamentary majority and, 
above all, of the government itself. 


Perhaps we must reinterpret the entire political config- 
uration in and out of the parliament. An eventual 
unification of all democratic forces would reassign roles 
and determine the position of the respective parliamen- 
tary and nonparliamentary political forces. From that 
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viewpoint, from confrontation we must politically con- 
vert to the search for more common formulas which 
would acnieve the desired unification. | do not wish to 
use terms such as “understanding” and “accord.” The 
question is to tind a formula that would serve the 
interests of more people, particularly at this stage, when 
there has been a clear and strong unification of the 
Bulgarian people. 


Now, when the question of the reallocation of the 
electorate among the corresponding parties within the 
SDS and outside it has been raised, this is a fundamental 
problem of which we shall become aware in the course of 
time. 


What is important today 1s to have an active government 
that will implement the interests of the parliamentary 
majority. I believe that no one should feel overinsured 
with the first democratic government. The fact that it 1s 
the first of its kind does not mean in the least that it will 
endure forever or that it will even last to its full term. 


I reyect the statement of the president that this is an 
exception. Actually, this statement re-emphasized the 
fact that during situations of crises (in the parliament or 
the government) the role of the head of state increases. | 
am satisfied for myself that the president has displayed 
his sense of keeping accurate political time. 


On the other hand, I am not convinced that a roundtable 
is the place for the discussion of such problems. The 
parties that are now in parliament bear the main political 
responsibility. If all existing parties were to sit down 
around the table there would be no agreement whatso- 
ever, and even if agreement is reached it would be 
difficult to implement. Politics does not tolerate such 
cumbersome mechanisms for coordination or under- 
standing among many parties. Naturally, we should seek 
ways of coordinating the views of the majority of polit- 
ical forces, particularly in matters of fundamental 
changes in the economy. privatization, restitution, the 
law on the land, and tax policy. The government itself 
should be interested in coordinating its activities on such 
fundamental issues. I am certain that, furthermore, a 
roundtable is not the only formula for achieving this 
objective. Let me repeat, the formula is that of having an 
efficient, competent, and responsible government that 
will deal with real issues. 


iNor can I ignore the fact that the president and his 
advisers have displayed a tendentious attitude in pro- 
moting some newspapers. I do not share this view. No 
one can determine which newspapers will assume the 
main political burden from the viewpoint of providing 
information and assessing political events in the country. 
The mass media should be the subject of equal attention, 
with no priorities given to anyone. 
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National Security Commission Member on Debt 
[168 CHASA 20 Oct] 


93BA0123A Sofia 168 CHASA in Bulgarian 20 Oct 92 
p12 


[Interview of Stefan Karadzhov, National Security Com- 
mission member, by Milena Dimitrova; place and date 
not given: “The Domestic Debt Is a Brake on Economic 
Development”’] 


[Text] Stefan Karadzhov, member of the National Secu: 
rity Commission and Christian Democractic Union 
deputy in the SDS [Union of Democratis Forces], is 
convinced that the government is not working in accor- 
dance with the SDS program. 


[Dimitrova] Why did you support the Ludzhev memo- 
randum with your signature? Do you give your support 
by this method because every party platform needs 


updating? 


{[Karadzhov] I do not regard it as updating. The reverse 
is true. In my opinion it represents additional improve- 
ment in the SDS program, or further development. | 
counted myself in because I am one of the first to object 
to the way in which the government’s economic team is 
carrying Out the reform. This happened within the SDS 
parliamentary group as early as January. I have proof, 
even if I am not now one of the most talkative persons 
around. 


[Dimitrova] What gauge can you apply to measure 
change in the system? 


{[Karadzhov] The World Bank and international reform 
institutions apply five criteria. They are privatization, 
land reform, finance and foreign debt, debts between 
businesses, and social welfare. Evaluation based on these 
five criteria is a definite determination of whether we 
have changed the system. It is true that we have adopted 
a land law that is better than the one passed by the Grand 
National Assembly, but it is being enforced at such a 
slow pace that no change will be guaranteed over the next 
several years. The executive authority is holding up 
actual return of land. 


Privatization has not begun, not a single small shop, 
warehouse, or workshop has been sold, and I am delib- 
erately stressing the word “‘small.”’ At the same time, 
there are so many acis of secret privatization. Decree No. 
56 and subsequent regulations have permitted legal 
transfer of public property to private firms. The govern- 
ment is not only enduring it but is tolerating it. 


Restitution is also deemed to be change of ownership, 
but it has not affected the enormous volume of govern- 
ment ownership, and government ownership gives rise to 
socialism, communism, and other bad things. But even 
restitution is being held up. I have learned that up to 
1947 there were 6,000 privately owned factories, ones 
smaller than the Kremikovtsi, of course. Amost half of 
them were destroyed; a number in the vicinity of 3,500 
have survived. They have not yet really been returned to 
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their owners, and this is a very bad thing. I state this as 
a fact that the SDS parliamentary group should take up 
and discuss. 


{Dimitrova] And what is preventing it? 


[Karadzhov] It is being prevented by the holdup of the 
Structural part of the reform. The only thing accom- 
plished by the reform is a certain monetary initiative 
that began on | February 1991. I remember Kostov 
saying at the time that we are not compelled to do 
something that is not proper, initiating the monetary 
part without starting the structural part of the reform. 


I was not a representative of the people at the time, but 
I was a member of the Coordinating Council and I asked 
why this was the case. The explanation was that the 
communists were against it. Fine, but when our govern- 
ment came into power and a month passed, then two, 
six, and 10, the situation became threatening. 


{[Dimitrova] That at least was no secret to anyone. 


[Karadzhov] There are two other major financial prob- 
lems facing the SDS and the government: the foreign and 
the domestic debt. Reams of paper have been used up in 
writing about the foreign debt. No one is payiig any 
attention to the domestic debt. | believe that the 
domestic debt, which represents at least 45 percent of the 
aggregate financial problems, is a brake on development 
of the economy. Not only is the matter not being 
resolved; no one is even commenting on it. The domestic 
debt includes the debts of companies and businesses to a 
bank that they cannot pay off, and in general financial 
relations between economic agents and commercial 
banks, along with the relations among the banks them- 
selves and among economic agents themselves. I have 
certain government documents stating that the domestic 
debt is upwards of 35 billion leva. But I know that it ts 
several times higher than this. I have asked myself 
whether this is the result of ignorance. Even if it is the 
result of ignorance, it is more than a little harmful. This 
is just the same as driving a car without knowing where 
the brakes are. The domestic debt, as I learned about it in 
March when we were concerning ourselves with the 
budget, is at least 100 billion leva. No one is studying, no 
one is talking about, and no one is solving this problem. 
In the 1991 budget we had slightly less than 5 billion in 
hard-to-collect credit. This euphemism 1s to be taken to 
mean uncollectible payments. 


{Dimitrova] Has this forgiveness helped industry and the 
banks? 


{[Karadzhov] I say that these nearly 5 billion leva have 
been dispensed to businesses that cannot survive other- 
wise rather than to companies whose products have a 
market inside and outside the country and which could 
have accomplished economic growth. In 1992 not a 
single lev was provided in the first version of the budget 
for hard-to-collect credit. After arguments and criticism 
from within, 5 billion leva made their appearance in 
Section 3 of the second version. It would be more 
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sensible to use these 5 billion as credit for mobilization 
potential and the stockpiles of military industrial enter- 
prises. The government always has the obligation of 
securing resources for defense, but our government does 
not want to pay the money needed for defense. 


{[Dimitrova] Any other accusations? 


[Karadzhov] I say that the domestic debt problem is 
being solved in the worst possible way. ? 


[Dimitrova] The National Security Commission recently 
accepted a proposed moratorium on privatization in 
military industry. 


[Karadzhov] Work has started but has not yet reached 
the final stage. No vote has been taken on the morato- 
rium in a plenary session. If I have any say in the matter, 
another week will have to pass. 


[Dimitrova] Because of the economic importance of the 
moratorium or because of national security? 


[Karadzhov] I will try to explain it to you by means of 
the example of the Hicks Arsenal Plant in Kazanluk or 
the Vazov Machinebuilding Plant in Sopot, or whatever 
your like. Say that a plant has received a big order of a 
value of $100 million. In order to fill this order it will 
have to buy materials, even outside the country. It will 
have to pay wages, deductions, electric power costs, and 
revenue for the community. However, it has no money 
and has asked a bank for a loan. But the bank will not let 
it have a single lev, even though the plant can prove that 
it will repay the loan with interest. The bank refuses 
because the plant has failed to repay earlier loans, and it 
is no concern of the bank that the loans were made for 
the sake of mobilization potential, or that the debt is not 
owed by this particular enterprise but by the govern- 
ment. 


Some people want to begin privatization with the 
gigantic plants in Sopot or Kazanluk. I do not agree with 
this. I say that the government should retain control of 
the defense complex. 


Doliar-Lev Exchange Rate, Progress of Reform 


93BA0028A Sofia BULGARSKI BIZNES in Bulgarian 
14 Sep 92 pp I, 3 


[Article by Doncho Kyuchukov, general director of the 
Bavarian-Bulgarian Commercial Bank, Munich: “On the 
Dollar-Lev Exchange Rate and the Essence of the 
Matter”’] 


[Text] 


A Revived Production Process Is the Only Way To Save 
the Bulgarian Economy 


Of late extensive debates have taken place on the clash 
between Ivan Kostov, the minister of finance, and Pro- 
fessor Todor Vulchev, the BNB [Bulgarian National 
Bank] chairman, on the policy pursued by the Central 





JPRS-EER-92-159 
17 November 1992 


Bank in supporting a stable rate of the lev. The argu- 
ments brought forth by the protagonists have been 
extensively covered by the press. The question is, Who 1s 
right? In my view, neither of the two. 


This brief response would seem puzzling unless we 
consider the specific situation of the Bulgarian economy. 


The unanimous belief is that our country is in a state of 
profound economic crisis. More specifically, this is man- 
ifested in high inflation, production decline, unemploy- 
ment, a Structural crisis, budgetary deficit, a foreign debt 
that for the past two and a half years has been waiting to 
be settled, tax chaos, a substantial shrinking of foreign 
trade, incredible corruption, inefficient privatization, 
etc. 


Could all of this be caused by the exchange rate? The 
answer 1s in the negative. Could the counteraction of said 
ills be sought exclusively in hard currency, and monetary 
and financial instruments? Once again the answer is no. 
This applies not only to Bulgaria but to all of Eastern 
Europe. For that reason we consider unacceptable the 
arguments that this was the consequence of agreements 
with the IMF, the World Bank, and other international 
institutions. Such agreements are accepted as the foun- 
dations for the functioning of these international insti- 
tutions, for lack of any other alternative models to that of 
Balcerowicz and others like it. But where is today Bal- 
cerowicz, and, in fact, 1s his model all that brillant? The 
news we are getting from Poland speaks differently. The 
statement by Lech Walesa to the effect that we need a 
radically different approach by the West to the problems 
of Eastern Europe, that a different type of reform is 
necessary, and that time does not wait, is by no means 
accidental. The real danger exists of compromising the 
reforms and of a recurrence of communism in its worst 
possible aspects. 


Capital Drain Threat 


I must emphasize something else as well. Hastening to 
resolve and burdened by the resolution of current issues, 
we rarely have the time to look ahead and to realize that 
a specific competitive situation has developed in Europe 
in the field of privatization and investments. Privatiza- 
tion is taking place, and investors, local and foreign, are 
being sought by Germany, Italy, France, Spain, Portugal, 
Ireland, and Great Britain, to cite the best-known cur- 
rent examples. These are all members of the EC, with 
legislations that have become largely unified and that 
enjoy the type of political, social, and economic security 
of which we can only dream for the time being. It would 
be difficult to point out what Eastern Europe, Bulgaria in 
particular, could offer to foreign creditors as an advan- 
tage, except for great market shortages and geographic 
proximity to the market of the CIS [Commonwealth of 
Independent States], which is suffering from even greater 
shortages. In itself, however, this is insufficient. Let me 
go beyond that and draw your attention to the danger 
that Bulgarian companies, old and new, having become 
financially strong, will begin to consider the chaotic 
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Situation in the country as adverse 1nd, attracted by the 
advantages offered by the Western European countries, 
will invest in those countries. The threat of the move- 
ment of capital in a direction opposite to the one we 
desire is real. This will be the case not only of the 
so-called money launderers, members of the nomencla- 
ture, etc., but of entirely normal entrepreneurs who will 
see no future in doing further work in Bulgaria or in 
Eastern Europe. 


The Lev Is Depreciating 
But let us go back to Bulgaria. 


The present rate of exchange of the lev to the main 
Western currencies has been maintained by the BNB for 
a number of months on a relatively stable level. Within 
the same period, however, as a result of inflation, the lev 
has depreciated. All other conditions being equal, the 
orice gap between exports and imports is widening in 
favor of the latter. It is becoming relatively more profit- 
able, on the one hand, to export an ever-increasing 
volume of commodities with a reduced amount of 
invested labor, goods with a low processing level, while 
importing an ever-wider range of goods with a higher 
level of processing. In itself, this is bad. A justification of 
such a phenomenon is possible only if imports were of an 
investment nature, for a foreseeable short period of time, 
and providing that this will lead to generating exports or, 
at least, that products replacing imported goods will be 
produced, i.e., if we would have reasons to expect a 
reduction in the price gap. Is such the case in our 
country? 


Let me illustrate the opposite with the following 
example: 


In the past slightly over one year, live animals have been 
increasingly exported. This may not seem to be bad if 
looked at only superficially. A closer look would indicate 
that a great deal of livestock is being exported because 
further processing in the country is becoming unprofit- 
able. All in all, the country is allowing itself the luxury of 
exporting live animals and absorbing the cost of customs 
fees, handling charges, transportation, etc., related to 
exports, while losing 10 to 12 percent of the live weight 
in the course of the transportation. The peak of absur- 
dity, however, is when meat processors import meat 
from France and Germany for the production of sau- 
sages for the reason that they are either unable to find 
such meat or find it unprofitable to buy it in Bulgaria. In 
this case they once again pay, in addition for the meat 
and the handling charges, for transportation, insurance, 
customs fees, and the labor invested in the FRG and 
France, which is not among the least expensive. Offi- 
cially it would be difficult to blame anyone, for both 
imports and exports, taken separately, are profitable. 
This is due mainly to the exceptionally low rate of 
exchange of the dollar (and other Western currencies) to 
the lev, which makes any import whim possible. Con- 
versely, the stress borne by exporters increases because 
of the relatively steady decreasing volume of products 
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that yield real returns. And all this is taking place despite 
the surplus of capacities in the country, high unemploy- 
ment, and a highly unsatisfied market. 


Mistrust in the Currency 


The arguments that are frequently cited in favor of the 
Opposite view are that, you see, for the first time in many 
years the trade balance is positive. Significant fu. -ign 
exchange reserves have accumulated and no one 1s 
willing to purchase foreign currencies, so the Central 
Bank, allegedly, should purchase such currencies in 
order to support a stable dollar exchange rate, otherwise, 
the dollar would drop even further. On top of everything 
else, the IMF and World Bank have granted us loans. We 
have a foreign exchange surplus. Let us not mention 
loans granted by France and Turkey. which have 
remained unused (naturally, for entirely different rea- 
sons, such as insufficient funds with which to make 
advance payments on the loans, declining business activ- 
ities, and so on). Allegedly, there are companies that 
retain their own foreign exchange and are unwilling to 
sell any of it to the banks, something which would also 
exert pressure on the dollar (in this connection I suggest 
that we consider the concept of “mistrust in a given 
currency’—in this case the lev). On the surface, the 
arguments are logical, each one taken separately, and 
seem apparently linked. This is true. From another 
viewpoint, however, this leads to the core of the matter. 


The Problem of Exports 


I shall not discuss again the issues of import and export 
prices. Let me go beyond them, to emphasize that, with 
few exceptions, the exported goods are goods with a 
greatly disrupted technological cycle, coming from 
unsold warehouse inventories or produced out of par- 
tially or entirely imported prime raw materials, ele- 
ments, parts, etc. The process is developing on a day- 
to-day basis, piecemeal, and few are the enterprises 
which have orders for months ahead and a sensibly used 
capacity, the more so since those who wish to purchase 
foreign currency, 1.e., to import goods to be used in the 
production process, are few because of a declining eco- 
nomic activity. In that sense the positive balance could 
have been higher. This balance, however, 1s insufficient 
also because we are totally ignoring the set of problems 
related to our foreign debt. Sooner or later, partially or 
entirely, within a short time or, as it would be sensible, 
over the longest possible period of time, such a debt must 
be serviced. At that point it will become clear that such 
a brittle positive balance is totally inadequate. Let me 
point out, although essentially this should have been 
clear, that neither the IMF nor the World Bank would be 
offering us loans to repay what we owe to the private 
banks. Furthermore, the Bulgarian banks and companies 
need loans to finance short-term measures—trade, etc.— 
and we cannot even dream of having medium-term or 
long-term credits. Such credits are granted only by 
private banks, which are unwilling to talk to any poten- 
tial Bulgarian borrowers before reaching a sensible agree- 
ment on rescheduling repayments of Bulgarian debts and 
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before becoming convinced, in practical terms, that such 
agreements will be honoved by Bulgaria. Lei me repeat 
that cooperation with private banks is vitally important 
to the financing of Bulgarian trade, and anyone who can 
insist that Bulgaria does not need private banks as a 
source of financing and ensuring and guaranteeing cur- 
rent payments is either deliberately telling untruths or 
speaking out of ignorance. I would ask such a person to 
show me a bank guarantee granting an advance or a 
payment or any other letter of credit or instrument 
related to commercial operations issued by the IMF, the 
World Bank, the European Bank, or any other interna- 
tional institution of a similar nature, and I would pub- 
licly apologize to him. 


The only possibility for resolving this situation is to raise 
the rate of exchange of the dollar to the lev to the level 
that would make it profitable for substantially more 
exporters and, correspondingly, producers, 1.e., to a level 
that would be favorable in terms of a substantial increase 
in production and exports. In other words, a level in 
which exporters would find it profitable to sell their 
foreign exchange to the banks. Anyone who supports the 
viewpoint that the present rate of exchange of the dollar 
to the lev is of this nature and that, in the final account, 
it encourages production, simply does not know what he 
is talking about and is unfamiliar with the question in 
general. We cannot accept the view that such a rate of 
exchange will be of an exclusively inflationary trend. 


In order to answer the question of which are the more 
dangerous sources of inflation, let me re-emphasize that 
the rate of exchange of the lev alone cannot improve the 
economic situation of the country. Logically, what fol- 
lows from this is the assertion that the economic situa- 
tion of the country cannot radically worsen as a result of 
the effect of the rate of exchange of the lev alone. In 
Bulgaria’s case the rate of exchange of the lev is an 
inflationary source, a real one, to the extent to which it is 
used to subsidize imports indirectly yet extensively. This 
is taking place despite the announced policy and agree- 
ments reached with the IMF and the World Bank on 
eliminating most subsidies. 


What is even stranger is that such subsidies are not used 
to pay Bulgarian economic agents, which would at least 
make some sense, but are used in fact to help production 
decline in the country and promote inefficient export of 
domestic goods. Looked at from a different angle, they 
fail to achieve any balance on a higher level, at which 
internal needs could be met with domestic products and 
goods of a truly better quality would be imported to meet 
demand, meeting respectively higher requirements in 
terms of consumption and investments. 


Main Sources of Inflation 


Currently the balance in Bulgaria is such that we are 
importing an incredible amount of garbage but have no 
funds left for basic health needs. But is this the only 
problem? We cannot accept the claim that these are the 
laws of a market economy. The Bulgarian economy is not 
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market oriented in the least. Could we describe as a 
market economy an economy in which state ownership 1s 
so highly developed, in which the state is such a high 
target of the economy, in which the budget participates 
to such a high extent in distribution and redistribution, 
in which a tax chaos with socialist accretions exists, in 
which the banks are taking their initial steps in handling 
the new set of instruments, in which enterprises are so 
deeply in debt due to decisions made by the planning 
authorities of the past and, essentially, are still carrying 
the burden of “‘mature’’ socialism? The answer 1s 
obvious. Shrinking production and a budgetary deficit, 
accompanied by high interest rates, are substantially 
more direct and more important sources of inflation. 
Other inflationary sources are the emissions of the 
Central Bank as a result of price liberalization and, 
consequently, old and new loans granted to enterprises 
and companies, bank depusits, and the still unavailable 
but forthcoming payments with which to service the 
foreign debt. 


Let me re-emphasize that monetary instruments alone 
will not help us to break out of the vicious circle. 
Without trying to characterize the crisis in its entirety, | 
would like to earmark the more urgent steps that must be 
taken to resolve the crisis and carry out the reform. 
These two processes are interrelated and cannot be 
considered or implemented separately from each other. 
nor should we try to detect a conflict between the two 


Most generally speaking, these two processes could be 
reduced to the creation of conditions for the revival of 
the production of goods and services, remotivating all 
economic subjects to engage in real production, acceler- 
ated implementation of the reform, within two to three 
years, On a purely pragmatic basis, in accordance with 
Bulgaria’s possibilities, with a much more extensive 
involvement of foreign experts than we have had so far 
It is on this basis that we should try to reach an 
agreement with the IMF and the World Bank. 


A particularly difficult tangle of problems which hinders 
production and a conversion to a revival is that of the 
great imbalance in the monetary and financial areas. We 
cannot consider as valid arguments that monetary 
instruments have been containing inflation, that our 
successes in this respect have been positively rated by the 
IMF and the World Bank, and that the problems which 
existed had been inherited from the past. 


“Hot” Money Is Piling Up 


Yes, it is true that most of our problems are rooted in the 
past. However, this does not mean that they could be 
bypassed endlessly and eternally be used as excuses. The 
time has come when the lack of resolution of such 
problems in itself becomes a steadily worsening situa- 
tion. This problem 1s quite clearly caused and worsened 
by the people who fail to resolve it. Many problems, one 
way or another, are the result of the reforms. And if the 
IMF considers this a success of the reform, let us bluntly 
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say that no rationally thinking Bulgarian person needs 
such successes and such praises. 


Let us also say that the logical conclusion is that the IMF 
and the World Bank do not have a concept for solving 
the problems of Bulgaria and of Eastern Europe or, 
should they insist that such a concept does exist, they are 
either failing to present it in clear terms or else that it is 
simply wrong. 


Actually, the exclusively monetary set of instruments 
that is offered for the so-called first (monetary) stage and 
the conflicting and, above all, formal structural reform in 
the second stage led to catastrophic consequences in all 
economic subjects that have hardly any market features 
in terms of their market motivation. The high prices led, 
above all, to a great decline in economic activities in real 
terms and to a concentration of deposits and savings in 
the banks. This worsened the problems of the companies 
whose capabilities for repaying aiready used and new 
loans, and paying interest on such loans, shrunk drasti- 
cally, and demand for loans declined substantially. The 
same could be said of the problems facing the banks, 
which in turn were forced to pay high interest on 
deposits. Their possibilities for finding sources for such 
payments by granting new efficient loans were reduced 
to an incredible extent, and the number of problem loans 
kept steadily increasing. 


In other words, the bulk of the money in circulation has 
a positive anti-inflationary development only formally, 
whereas in reality inflation is rising steadily, for the base 
of the currency in the real economy is being steadily 
narrowed. In itself, this once again makes the money 
“hot” and yields negative and strongly inflationary 
impulses affecting economic activities. Let me mention 
once again the concept of the “mistrust in the lev.” As a 
consequence of this fact and because of a severe absence 
of regulation, a number of banks plunged into seeking 
the most effective “investments” by competing in giving 
loans to companies, both state and private, and, in the 
final account, increasing the number of uncollectible 
loans. Other banks, with a view to avoiding such risks, 
have been investing their cash on a short-term basis in 
other banks or else have been financing state projects 
and, in the final account, the budget. Let us point out a 
number of examples of firms borrowing money, with the 
clear awareness and intention of never repaying it to the 
banks, which is a particularly distorted consequence of 
this entire situation. A number of tricks are used to this 
effect. The conclusion is simple: The financial and the 
monetary systems are by no means in a state of balance 
and tranquility and, therefore, are a source of inflation, 
which threatens the country’s economy. 


Radical steps must be taken, and the time for taking 
them is increasingly shrinking. We need, above all, to 
provide a radical solution to the issue of all types of 
loans, above all by writing off the old loans granted prior 
to liberalization and to consolidate and reschedule those 
granted subsequently. Individuals and private entrepre- 
neurs must be given particularly favorable treatment. 
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The next step should consist of a monetary reform that 
should complete the process of recovering surplus 
money, once again offering substantial advantages and. 
essentially, protecting the value of the funds of individ- 
uals and companies through proper ratings, based on 
volume and length of blocking the funds. Another etfi- 
cient means for quick reform and for improving the 
health of the financial and monetary system of a post- 
totalitarian economy and converting from central 
adminisiration and an essentially greatly exhausted 
economy toward a modern market economy simply does 
not exist. 


It is at that point that we could justifiably lower interest 
rates, for such rates would have a real economic base and 
would be positive in terms of value, 1.e., they would 
become the instruments of efficiency. 


“Privatization Without Funds?” 


The next important range of problems is related to 
privatization. Logically, it cannot be carried out, or, if it 
is carried out, it would yield few benefits if we do not 
radically improve the financial and monetary sectors. 
Privatization itself should be highly radical and consis- 
tent. The shortcomings in the present approach to the 
problems of privatization are that they lead to endless 
arguments concerning the privatization targets, the 
atomizing of such targets, their rating, the financing of 
privatization and, let us not conceal it, the fact that this 
is providing an endless opportunity for all sorts of 
adventuristic ideas, speculations, and corruption. Fur- 
thermore, the currently chosen model of privatization 
requires a particularly strong commitment by the state in 
terms of improving the quality of the state ownership 
and providing financial support; such possibilities— 
financial and personal—are not available to the Bul- 
garian state. The idea of privatization with a competi- 
tion of ideas rather than cash is not accidental in the 
least. However, we should bear in mind that banks do 
not loan money for ideas alone, and that essentially the 
only logical possibility for those who have won in the 
competition of ideas would be to be financed out of state 
funds. Such funds, however, would hardly be adequate. 
Should the state decide to mandate the banks to finance 
such ideas, effective compensations to the banks for 
eventual losses would be necessary. Otherwise simply 
nothing would come about. Or, in other words, given the 
existence of substantial financial possibilities offered to 
the participants in privatization, ideas would be found 
or, more accurately, would be purchased, and the owners 
of the ideas, be they Bulgarians or foreigners, given a 
suitable price, would hardly abstain from selling them as 
an intellectual product. In short, what we need ts a 
radical, efficient, and quick privatization, something 
that the present model does not offer. 


The logically next but almost parallel sequence of mea- 
sures should consist of the creation of a system of 
motivating factors and coordinates that would directly 
interest companies as well as individuals in working 
efficiently and competitively. The passing of modern tax 
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legislation linked with suitable regulations, above all in 
the case of juridical persons, to a commercial law, with a 
set of laws and regulations on the drafting of balance 
sheets, would play a central role in this system. It is high 
time to reject the situation according to which in 
resolving such crucial problems of the reform we are 
relying at all times, to a greater or lesser extent, on Ukase 
No. 56, and other similar laws. Is there anything simpler 
than to consider the respective rules set by the members 
of the European Economic Community, the continental 
legal tradition of which had been adopted by Bulgaria 
since the 19th century? These are mature laws tested 
through political and economic practices. Is it necessary 
to keep reinventing the wheel and inevitably make the 
mistakes that were made a long time ago by those 
countries, the more so since we shall be seeking an 
associate status with the European Economic Commu- 
nity and, one way or another, we shall be equating 
Bulgaria’s economic laws to those of the community. 
Something else which is of particular importance: Is 
there any other country or community in which, in 
practical terms, based on daily and painful work, real- 
ized the difficulty of the conversion from a totalitarian 
state and economic system to a contemporary democ- 
racy and a market economy other than Germany and the 
European Economic Community? 


Giving Preference to Private Enterprise 


In that third area the steps should be taken with the clear 
awareness that we shall require far-reaching preferences 
and aid to private entrepreneurs in general, particularly 
in agriculture. The state will be unable to avoid its 
commitment as it helps to reduce the difficulties in the 
conversion to new forms of social security and protec- 
tion, the financing of health care, and so on, however 
precarious its financial situation may be. 


The only possible means of improving the country’s 
economy as a whole and of its financial and monetary 
systems in particular is to take the shortest route to 
reviving the production of goods and services and, as a 
result, achieving a balance on a much higher level, i.e., 
by rushing ahead. Such an approach would not trigger a 
negative attitude on the part of the IMF and the World 
Bank. 


But let us go back to the start. Which one is right: Ivan 
Kostov, the minister of finance, or Professor Todor 
Vulchev, the BNB chairman? 


I have repeatedly criticized the BNB and Professor 
Vulchev as its chairman both during personal discus- 
sions with him and with other colleagues, as well as in 
the press. I hope that I have not exceeded the bounds of 
propriety. In that sense, I find it justified to say a few 
words in defense of Professor Vulchev and the BNB and 
of the merchant banks. If there is a sector in the country’s 
economy in which systematically, step by step (although 
not always carried to the end and accompanied by a great 
deal of discussions), real reforms have been made; if 
there is a sector in which the progress of reforms, despite 
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their entire dynamic and difficult nature, could be antic- 
ipated to some reasonable extent, given the situation in 
the country, it is that of the banks. We do not need to list 
such cases. Today, thank God, the results are becoming 
known immediately and are debated extensively. 


All this, however, makes it clear that we cannot expect 
the BNB by itself to resolve all problems of the reform in 
general, of the financial system, and even, quite specifi- 
cally, the monetary and foreign exchange system. The 
coordination of all authorities within the state, which 
should increase their activities in this area, is not the task 
of the BNB. The BNB has sufficient concern involving 
its Own prerogatives, which are quite clearly defined by 
the law. 


Therefore, of the two opposing individuals, Professor 
Vulchev is much more consistent and far less wrong. 


Background, Implications of Neftokhim Scandal 
93BA0003A Sofia DUMA in Bulgarian 23 Sep 92 pp 6-7 


[Article by Krasimir Tsigularov: “The Neftokhim 
Scandal Will Be Burning the Feet of Bulgarian Politi- 
cians for a Long Time”) 


[Text] On 21 March 1992 the general director of the 
“Petrol”-Varna division was arrested in Ruse with a 
280,000-lev bribe arranged carefully in bundles in a 
suitcase. It is asserted that this is a part of a bribe of half 
a million lev that the director received as an official. In 
the afternoon of the same day the prosecutor's office 
closed the Ruse branch of the Bank for Agricultural 
Credit, the president of which (at the same also an 
adviser of a private company) took part in the bank 
operations of “Petrol,” the private company, and ‘Horse 
Sports” club, which was freed from the obiigation to pay 
customs and excises for imports by virtue of preference. 
The imports made were of liquid fuels. Two days later 
the prosecutor’s order was repealed and the bank was 
reopened. 


Months later the case was made public on television and 
in the press, and the cast of characters was arrested 
again. Their names do not have particular significance in 
the specific case. There is a court case, if things will be 
left to develop normally, of course. The interest in this is 
great, the experts assert, because it could illuminate (or 
obscure) a gigantic speculative machine, which has been 
left to operate freely in our country for a fairly long time. 
The ‘“Neftokhim” scandal, which broke out during the 
past hot summer, is a direct consequence of the action of 
this machine. 


Many diverse comments have been made about this 
situation, and three state institutions—parliamentary 
and government commissions and the investigating 
authorities—continue to work on it. Up to now only the 
government commission through its president, General 
Bogomil Bonev, has allowed itself to pull aside part of 
the curtain (OTECHESTVEN VESTNIK, No. 14 013 
and 14 014). Two of the basic conclusions that may be 
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drawn from the interview are that the leadership of 
Neftokhim has proven to be unable to maintain itself 
adequately in the period of transition to a market 
economy and there is no direct evidence of pressure or 
complicity of senior government officials in ruining the 
business enterprise. However, Gen. Bonev revealed an 
interesting role of the people from the leadership team of 
the Bulgarian National Bank. According to the conclu- 
sions of the government commission, the executive 
director, Emil Khursev, and the chief of “currency 
operations,”’ Stoyan Shukerov, with his decision to pass 
the payments for the deliveries of oil through a Bulgarian 
bank (The First Private Bank), have complicated the 
work and have led to an increase in losses. A refutation 
on the part of Emil Khurson and a counterrefutation 
from the management of “Khimimport” follows. The 
foreign trade company maintains that it had to work 
with the First Private Bank under more unfavorable 
conditions than if it worked with a traditional foreign 
partner. Significantly higher commissions and an exten- 
sion of the period of the operations was achieved with 
collaboration with the Bulgarian bankers. 


One fact that up to now has remained ignored stands out 
in the three subsequent situations cited. The decision 
concerning the loan from the World Bank for the pur- 
chase of oil was made in conditions of an acute shortage 
of time. There involve factors that are controversial, but 
probably, nevertheless, relevant in this kind of transac- 
tion, from the highest levels of the administration. And 
far more important than the mechanism for bringing 
“Neftokhim” to a lamentable state is to answer the 
question of why the situation has come down to a 
feverish search for fuel and to the days of rearrangements 
in which we were accurately informed about the move- 
ment literally of every misfortunate oil tanker. 


In principle, the losses of the government come from the 
fact that huge sums from trading have gone for corrup- 
tion of people in the commercial chain, and, neverthe- 
less, solid profits remained for the companies, Gen. 
Bonev confirmed in his interview. The petroleum 
refiners exerted pressure on the government more than 
once. The attempt at demonopolization of production 
and maintaining the centralized nature of the trade in 
petroleum products also provoked shocks, according to 
Gen. Bonev. The “Neftokhim” case may be divided up 
in this way. On the one hand, there is the difficult 
economic position of the company, which is an object of 
the work of the commissions and of the investigation. On 
the other hand, there are the conditions created for a 
shortage and for favoring specific private companies. 


The shortage may have been created both consciously 
and because of inadequate or incompetent solutions of 
senior government officials. Fuels are among the most 
painful problems in Bulgaria, which does not have its 
own resources. The supply and the exports always were 
monitored strictly, as is the case in any country in the 
world. Last year’s shortage in our country usually is 
explained as being due to the disintegration of the 
traditional markets and the lack of hard currency. The 
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question is if such an assertion may be accepted uncon- 
ditionally, if a detailed analysis of the actions of the 
government in this period will not suggest lost possibil- 
ities—intentionally or because of incompetence. 


The logical consequence of the shortage of crude oil is 
the orientation of the private companies, often con- 
cealed behind foundations or corporations, toward the 
export of finished petroleum products. The experts 
acknowledge that preferential imports have destroyed 
the internal market of our oil refineries. And very often 
the refinery was used literally as a tariff-free zone. Oil 
imported once with » loan from the World Bank 1s 
refined and sold as .: :mported from private companies. 
And, again, there is the logical question—to what degree 
does the acceptance of the preferences and the long-term 
reluctance to change them a result only of insufficient 
understanding on the part of the controlling crews and to 
what degree are they a result of protection of someone's 
interests? In principle, the exposure of a national market 
and the elimination of the local producers is a well- 
directed strategic operation. In the Bulgarian case it has 
a certain success, especially if ““Neftokhim” 1s converted 
into an accessory of its suppliers rather than into an 
independent market entity. 


Beyond the preferences there remains one more possi- 
bility according to the regulations in effect—upon the 
delivery of oil the customer pays for it in the lev 
equivalent in accordance with the lev exchange rate to 
the dollar at the day of delivery. This opens an excellent 
possibility for additionally burdening ‘Neftokhim” 
through elementary manipulation of the exchange rate. 
During the last year the fragile and fairly timid Bulgarian 
money market survived more than one shake-up; it was 
amenable to elementary rumors or other influences. But 
if the sharp jumps in the exchange rate do not coincide 
with some of the large deliveries? And who still is in the 
position to carry out such manipulation? 


The president of the parliamentary commission, 
Verzhinia Velcheva, asserts that there are no data that 
will incriminate senior or mid-level civil servants in 
corruption in the “Neftokhim” case. Political interests 
should not be involved in it, she continues, as it 1s a 
matter of inability to enter the market economy. In 
principle, this seems possible, but only until we 
remember that it is a matter of factual depersonalization 
of one entire branch of the economy—in this case a 
strategic branch of vital significance for a country such 
as ours. The achievement of such a result may be only a 
consequence of a purposeful policy, and this already is a 
political problem. 


The degree to which our internal market may be con- 
trolled is indicated by everything that has happened 
recently with sugar. It was a classic exchange com- 
modity, the market was satisfied, stable, without sharp 
fluctuations. A series of government decisions simply 
exploded it, the price of sugar increased sharply, and a 
shortage appeared. The internal producers of the raw 
material are now pressed with low prices, the shortage 
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probably will be followed by a ban on exports and, in the 
more distant future, by a decrease in the limitations on 
imports. After internal production has dropped with the 
level of consumption maintained, someone will fill the 
vacuum. Part of the large importers of fuel had and have 
strong interest also in importing sugar. Also, in this case 
the data on corruption among the highest spheres will 
not be revealed, though some smaller speculators may be 
caught. However, one more branch of industry will begin 
the process of privatization in a bad financial condition, 
with its sources of raw materials disrupted and unsure 
markets. 


In the final analysis there remains the great question, the 
one to which a satisfactory answer will not be obtained 
even from the three institutions investigating the ‘“Nef- 
tokhim” case: To what degree are the senior government 
officials responsible for the consequences that occurred 
because of their activity or inactivity? There is direct 
information concerning the gigantic damage in the 
highest levels of authority, Stefan Karadzhov, the SDS 
deputy, claimed at the news conference. The head of the 
national investigating service, Ani Kruleva, reported 
cases of intervention in the operation by the central 
service for combating organized crime. This concerns 
intervention of the finance minister, Ivan Kostov. Two 
of the cases that are being investigated concern the 
“Sapio”’ foundation, unfortunately close to the finance 
minister and “Neftokhim.”’ One adviser to the Council 
of Ministers is mixed up in the arms business, continues 
the series of sensational reports of Gen. Brigo 
Asparukhov. There is a clear desire to destroy com- 
pletely the strategic military industry, and the attempts 
for a moratorium on its privatization are running into 
furious opposition in the parliament, the expert asserts. 


Thus, beyond the specific facts concerning ‘“‘Nef- 
tokhim,” the economic policy that has been carried out 
for a very long time remains. Its utimate result, except 
for the accumulation of the original capital by a close 
circle of people, is the depersonalization of the national 
economy, bringing it into a condition of complete non- 
competitiveness, narrowing the internal market for the 
Bulgarian commodity producers. We all see the conse- 
quences; according to statistical data, more than half of 
the durable goods sold in our country already come from 
imports. The price that we are paying for the so-called 
conversion is unbelievably cruel, and the restoration of 
the fractured branches of industry often approaches the 
fantastic. 


Perhaps this is the true value of the analysis of what 
happened concerning “Neftokhim,”’ because the purely 
economic problem is a result of a specific policy with 
destructive consequences. It is not possible to speak of a 
world-wide, or any other, conspiracy concerning ‘“‘Nef- 
tokhim”’—so the conversation with Gen. Bonev began. It 
is not hard to prove such an assertion. However, again it 
is hard to argue that the possibilities created precisely by 
the destructive policy of several Bulgarian Governments 
in a row for ruining even our most powerful producers 
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had been used cold-bloodedly. And not without aware- 
ness of the unavoidable consequences. Precisely in this 
sense the scandal around “Neftokhim” will be burning 
the feet of Bulgarian politicians for a long time. 


Petroleum Exploration, Future of Dobrudzha 
Viewed 


93BA0030A Sofia BULGARSKI BIZNES in Bulgarian 
7 Sep 92 p4 


[Report by Anastasiya Konstantinova: ‘“Dobrudzha Will 
Become Texas”) 


[Text] It is a known fact that petroleum and natural gas 
are extracted in the northern parts of Bulgarian territory. 
Until several years ago, no exploratory drilling was made 
south of the Balkan range or in the southern part of the 
Bulgarian Black Sea shelf. Therefore, we lack any infor- 
mation as to whether that area is promising from the 
viewpoint of petroleum and gas extraction. 


The reason for such lack of interest in the southern parts 
of the country’s territory rests in the obsolete scientific 
views slavishly adopted by a large number of specialists 
entrusted with determining whether any search for 
petroleum and gas would be made south of the Balkan 
range. Furthermore, it is an unquestionable fact that the 
main petroleum and gas deposits currently exploited are 
in northern Bulgaria: the Tyulenovo deposits, exploited 
since 1951, and the deposits in the vicinity of Dolni 
Dubnik, discovered and developed later. 


According to the specialists, it is precisely in the offshore 
area of the large water basins that the most favorable 
conditions exist for the migration of organic remains 
previously accumulated in the deeper areas, the material 
that subsequently leads to the formation of various types 
of petroleum and natural gas. There are no reasons to 
believe that the Bulgarian Black Sea continental shelf is 
an exception to this rule, the more so since for quite 
some time petroleum and natural gas have been success- 
fully extracted from the shelf. 


The Petroleum and Gas company is the enterprise 
engaged in extracting all oil and gas from the Tyulenovo 
deposits. Currently it operates 405 drills, of which 
almost 250 are yielding. Although the amount of petro- 
leum that is being extracted is minimal, the enterprise is 
operating at a profit because of the inexpensive extrac- 
tion technology used and a reduction in the size of its 
personnel. 


Tectonically, the Tyulenovo area could be considered a 
geological structure, the eastern wing of which is under 
the Black Sea (and that is probably why it has remained 
insufficiently surveyed). This provides great hope that 
there are extractable deposits both on land and offshore 
in the northern parts of the Bulgarian Black Sea shelf 
that are the natural extension of the Tyulenovo deposits. 


Mikhail Radev and engineer Petur Chakurov, who are 
specialists working for the Geology and Geophysics EAD 
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[expansion unknown], believe that the area of the 
southern shelf is very promising (although unsurveyed) 
from the viewpoint of petroleum and gas extraction. 
They support this with strong indications of the exist- 
ence of petroleum and natural gas in these areas and the 
specific nature of the geological situation which pre- 
sumes the existence of oil deposits, as well as the results 
of seismic studies made by foreign companies this year 
(with the use of the latest technologies). It would be 
appropriate to note that the contracts on the basis of 
which licenses were issued for surveying and drilling for 
petroleum and natural gas stipulate that the Bulgarian 
side, represented by the KGMR [Committee for Mari- 
time Geological Prospecting] is the co-owner of all 
scientific information obtained through the surveys. 
This will make such information accessible to Bulgarian 
specialists. This is important, bearing in mind that we 
are dealing with surveys for which Bulgaria lacks the 
necessary technology and is unlikely to be able to make 
such surveys in the near future. 


There was some hope that petroleum and gas deposits 
may be discovered in the Dolna Kamchia depression; 
two offshore wells were drilled in the depression before 
1988. Two other drills were made in the area of Cape 
Kaliakra. The processing of the resulting materials 
involved the participation of Galina Pavlova- 
Bogatskaya, who published materials in the press on the 
prospects of the Bulgarian Black Sea continental shelf 
from the viewpoint of its petroleum and natural gas 


BULGARIA 15 


possibilities. According to her, the results of the studies 
support the claim that “geologists have no right to 
encourage empty hopes of discovering economically 
profitable local offshore petroleum and gas deposits.”’ 
Mrs. Bogatskaya’s main argument is the economic inef- 
fectiveness of the development of insignificant petro- 
leum and gas deposits on the continental shelf, consid- 
ering that offshore drilling is more expensive than land 
drilling by some 700 percent. Some specialists, however, 
believe that the criterion adopted by Mrs. Bogatskaya is 
applicable to countries whose standards are different 
from ours. An equally essential argument that encour- 
ages further discussion is the fear of ecological damage 
that offshore drilling could cause, as well as the seismo- 
logical studies preceding such drills and involving the 
use of ultrasound devices. 


Debates among experts, which officially began with Mrs. 
Bogatskaya’s publication, are still going on. It is a fact 
that, nonetheless, currently the Bulgarian continental 
Black Sea shelf is a target of studies by successful 
petroleum companies from the United States and 
Europe. This year, seismic studies were made and 
drilling will be planned for the end of this and the start of 
next year. Currently, the second round of licenses is 
under way, in which lots left over from the first round 
are being offered, as well as new lots covering territories 
in the eastern and central parts of the Sredna Gora 
Mountains, parts of the Balkan range, and the free area 
of the Bulgarian Black Sea economic zone. 
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Interest in Computerized Information Rises 


93CH0065B Prague LIDOVE NOVINY in Czech 
22 Oct 92 p 2 


[Report by (jak): ‘Data Banks for Everybody"’} 


[Text] Brno—From March 1991 to September 1992, 
more than 800,000 citizens in Czechoslovakia used the 
services of the European Data Bank [EDB]. That infor- 
mation was provided yesterday by representatives of the 
Czechoslovak general agency of that company, whose 
branches in 49 of our towns provide telephone information 
about companies and their services. 


More than 16,000 Czechoslovak companies—from 
industrial giants to small businesses—have already 
entered their information into that data base, and 5,000 
callers a day use the free information provided by the 
EDB telephone service. The data bank, where any 
Czechoslovak firm can input information about its prod- 
ucts and services for a yearly fee of 2,000-9,000 korunas, 
is available to the public six days a week—weekdays 
from 0700 to 1900, Saturday from 0800 to 1300. The 
updating of data during the year is free of charge. The 
EDB is gradually establishing 185 as its sole telephone 
number nationwide. For the time being, that has been 
successfully done in Slovakia. Next year, EDB should 
have its agencies in all okres towns in both republics. 
EDB specialized services—Telephone and Tourism, 
Auto Market, and ISAS [expansion unknown]—provide 
service to owners of hotels, recreational facilities, travel 
agencies, new and used-car dealers, as well as those who 
write and sell application software. The EDB Info-Com 
service is designed for those enterprises wanting to 
provide information about their products and services in 
and outside CSFR borders. 


Only One School in Czech Lands Teaches Slovak 


93CH0065A Prague LIDOVE NOVINY in Czech 
22 Oct 92 p 2 


[Report by Radka Kvackova: “Decision Is Up to Par- 
ents” 
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[Text] At the present time, more than one-half million 
citizens of Slovak nationality live in the Czech Republic 
[CR]. At home they speak mostly Slovak, but their 
children attend almost exclusively Czech schools. The 
only Slovak school, with 146 pupils, is in Karvina. 


Does that mean that elsewhere there is no interest in the 
teaching of the Slovak language? ‘We were ascertaining 
its extent in Prague, where approximately as many 
Slovaks live as in Karvina, that is, 23,000,” Jana Buri- 
anova from the Czech Republic Ministry of Education, 
Youth, and Physical Training told us. “About 35 chil- 
dren registered, but after we designated two special 
classes for this purpose, the number of interested stu- 
dents fell to only seven.” 


The concept of Slovak national education is part of the 
overall concept of national education adopted in July 
this year by the CR Government Council for Nationali- 
ties. It is grounded legislatively in the law of the Czech 
National Council on state administration and autonomy 
in education, which says: ‘*...According to local needs 
and conditions in preschool facilities, schools, and edu- 
cational institutions the Office for Education provides 
education in languages other than Czech.” Citizens of 
Slovak nationality can address their requests to the 
educational authorities through the autonomous bodies. 
Any expressed interest should be kept under review by 
the school officials, and it also will be up to them to take 
care of the situation according to the number of requests, 
keeping in mind the economic and personnel resources. 
In locations with a higher number of resident Slovak 
families the Ministry of Education recommends estab- 
lishing language classes, especially for students in the 
lower grades, or independent schools with small classes 
taught in Slovak. “It is, of course, important to be guided 
consistently by the interest of the parents, and not, for 
example, by political parties,” points out J. Burianova, 
and in response to our question whether in Bratislava, 
where 17,000 citizens of Czech nationality live, there is 
a Czech school, says: “We asked the Slovak Ministry of 
Education last week, and we were told that there is not.” 
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Socialist International Accepts MSZP as Member 


93CH0044A Paris LE MONDE in French 13 Oct 92 
pill 


[Article by Yves Michel Riols: “The Hungarian Commu- 
nist Reformers Transformation’’} 


[Text] The first eastern party to be accepted by the 
Socialist International [SI), the former official party tries 
to rally the left. 


Budapest—During its recent congress in Berlin, the 
Socialist International accepted a Central European 
party as a member, the first time since the disorders in 
the former Soviet bloc. This party is none other than the 
Hngarian Socialist Party, an incarnation of the former 
Communist Party [CP]. In fact, the MSZP, the Hun- 
garian Socialist Party, was formed in October 1989 by 
the reformers of the Socialist Labor Party, the Commu- 
nist Party created by Janos Kadar following the 1956 
Soviet invasion. 


The decision of the Socialist International represents a 
double adaptation: For the SI itself, but above all, for the 
MSZP, which thus gains legitimacy in its attempt to 
impose itself as the main force of a still burgeoning and 
disorganized social democratic trend. The SI blessing 
will enable the Hungarian Socialists to enhance their 
credibility abroad and, supported by this recognition, to 
establish their authority in Hungary where they still have 
trouble shedding the “former Communists’ label.” 


Requests for membership by other parties, incarnations 
of former leading parties of the former Communist bloc, 
have been suspended. But, stresses Gyula Horn, Hun- 
gary represents “a unique possibility.’ He is president of 
the MSZP and the former minister of foreign affairs of 
the last Socialist government, the very one which, at the 
end of the summer, slightly opened the border with 
Austria for the East German refugees, thus signaling the 
collapse of the people’s democracies. In fact, the 
reformers of the Hungarian CP (Imre Pozsgay, Miklos 
Nemeth, Rezso Nyers) went along with the changes in 
Budapest rather than blocking them. By scuttling the 
Communist ship before it sank, they had hoped to 
maintain their political influence, but their party, cre- 
ated five months prior to the fist democratic elections in 
April 1990, gathered only 10.9 percent of the votes. 


Ostracized by the new political class, the Socialists 
entered a period of hibernation after the change in 
regime. They were also weakened by the scattering of 
their leaders, many of whom went into business. Former 
Prime Minister Miklos Nemeth is now one of the vice 
presidents of the EBRD [European Bank for Reconstruc- 
tion and Development] in London. As for Imre Pozsgay, 
he left the party to create his own movement. 


Two Handicaps 


But the Socialists are gradually coming out of their 
ghetto. The MSZP distinguished itself from the other 
parties by being moderate, and it avoided a double 
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pitfall: a systematic confrontation with the conservative 
party and the public display of its internal divisions. 
Result: The party leaders’ individual popularity (espe- 
cially that of Gyula Horn and Matyas Szuros) is being 
confirmed by poll after poll, and the MSZP has won a 
significant number of local elections over the past two 
years. In June, a Socialist even gathered 68.5 percent of 
the votes in a parliamentary by-election in Kisber, a 
town located west of Budapest, inflicting a humiliating 
defeat to a secretary of state. The Socialist Party thus 
benefits from a rejection-of-the-government reaction 
and, relying on these successes, it wants to set itself up as 
the rallying point of a centrai left movement. Today, 
social democrats are divided into a myriad of small 
groups, having a more or less fictitious existence, and 
their movement is underrepresented within Budapest’s 
‘Parliament of Professors.”’ 


But it remains that the “left’’ continues to be suspect 
after 40 years of Communism, and the MSZP retains two 
handicaps: One is its close ties to the former official 
trade union, the MSZOSZ [National Federation of Hun- 
garian Trade Unions] (one of the last bastions of the 
former regime to have remained almost intact). This 
alliance supplies a large social base to the Socialists, but 
it compromises the new modern and open image that 
they want to project. The other is the fact that the MSZP 
did not go through a changing of the guard: The majority 
of activists are older, and the cadres remain those of the 
former Communist machine. To be sure, all the parties 
in Hungary have a fragile foundation, and none—with 
the exception, perhaps, of the young FIDESZ [Federa- 
tion of Young Democrats] liberals—is succeeding in 
attracting the young. 


Crisis Program for 13 Enterprises Described 


93CH0073B Budapest FIGYELO in Hungarian 
15 Oct 92 p 19 


[Article by Erzsebet Eller: “IKM Crisis Program: The 
Dozen Number 13 by Now”’] 


[Text] Including Taurus—the enterprise that was placed 
on the list later—13 industrial enterprises can count on 
crisis recovery help from the government. Some of these 
are state enterprises; others have already been converted. 


The enterprises included in the government industrial 
crisis management program have assets worth 100 bil- 
lion forints [Ft], 70,000 employees, and indebtedness 
amounting to Ft50 billion (FIGYELO Nos. 31 and 40, 
1992). 


At a press conference last week, Ministry of Industry 
[IKM] Deputy State Secretary Balazs Botos and his 
associates were unable to name the amount of state 
support to be given to the 13 enterprises; they did say, 
however, that none of the firms could count on aid 
unless they had an appropriate recovery plan. This 
statement is supported by the fact that although the list 
was made public more than two months ago, since then 
the IKM has accepted only five enterprise-recovery 
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proposals under its own authority, and has returned a 
few more for revisions. What this newspaper reported 
two weeks ago based on rumors can now be confirmed as 
official information: The review and comment period 
and the time required to submit supplemental informa- 
tion may be drawn out, because specialized ministries 
review the proposals only after the IKM takes a position, 
and only thereafter does the IKM submit the proposals 
to the government’s economic cabinet. The proposals are 
then forwarded to parliament, because aid recom- 
mended by the government for a few of the enterprises 
requires approval by parliament. 


An IKM conference has already accepted the crisis 
management program submitted by Dunaferr Corpora- 
tion (Danube Iron Works). The Dunaujvaros-based firm 
is obligated to make payments to the government after 
having received Ft! | billion of basic state subsidies. This 
is the primary cause of Dunaferr’s liquidity problems. 
For this reason, forgiving some of this amount, capital- 
izing some, and rescheduling the repayment of the 
remainder of the amount owed could resolve the prob- 
lems of this enterprise. IKM officials believe that Duna- 
ferr could recover from its present liquidity crisis after 
an expected improvement in domestic and external 
market conditions. 


Bankruptcy proceedings against Vilati are in progress. In 
this case the state could assume any obligation only in 
the framework of the bankruptcy agreement. The single 
largest amount owed by the firm—Ft! billion—is an 
investment that was based on Soviet market expecta- 
tions. 


Hungalu Corporation’s future depends primarily on the 
situation of its subsidiary, Kofem of Szekesfehervar. 
Here, too, debts amounting to more than Ftl billion 
would have to be written off in order to accelerate the 
privatization of the enterprise. The aluminum foundries 
at Tatabanya and Ajka have already been shut down, and 
aluminum oxide production at Ajka has been cut back. 
The goal is to relieve the remaining plants from the 
burden presented by the already shut down units. For 
this reason the IKM recommends, among other things, a 
change in payment requirements related to the basic 
state contribution received. 


Nitrokemia Corporation is still profitable and solvent, 
but here, too—based on various marketing and financial 
forecasts—experts predict an evolving crisis situation. 
Insofar as this enterprise is concerned, the increased debt 
burden, the loss of Soviet markets, and environmental 
problems that increasingly assume a permanent char- 
acter can be financed only with help from the govern- 
ment. The IKM recommends that short-term borrowings 
by the enterprise be converted into medium-term loans, 
and that the enterprise be relieved of the burden created 
by defense-related investments in order to resolve its 
continuous capital shortage problem. Of greatest 
momentary concern to the enterprise is an ion-exchange 
plant whose production had previously been dedicated 
exclusively to the Soviet market. Since they have hopes 
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for regaining this market, financial arrangements made 
by the government to bridge the temporary market loss 
could resolve the problem. Several hundreds of millions 
of additional forints would be needed to reconstruct the 
biological sewage treatment plant, or for an alternative 
investment that is gentle to the environment. 


Borsodchem Corporation was established last September 
as a result of converting the previous Borsod Chemical 
Combine. The financial crisis of this enterprise is caused 
by a Ft3.5-billion, Japanese technology, so-called MDI 
[extension unknown] plant built in 1990. The IKM 
recommends that the debt burden related to this invest- 
ment be relieved as a result of support given by the 
government. This firm has done a lot to offset the impact 
of plummeting PVC world market prices (the drop from 
$800-$900 to $500 in 1991). The firm has shut down its 
loss-producing units and has cut back its workforce by 20 
percent. It has sold its nonstrategic stock at par value or 
somewhat above par value, and has borrowed foreign 
exchange from a German bank at conditions more 
favorable than those offered by Hungarian banks. As a 
result of these actions the firm has reduced its 1991 
losses of Ft3 billion by one third. Twenty-five percent of 
the enterprise’s stock plus one share is owned by the 
State Property Management Corporation, and this much 
of the enterprise is slated to remain under state owner- 
ship in the long term. Privatization of the remainder of 
the enterprise is to be accelerated by floating a tender 
invitation in the near future. The resultant revenues 
would cover the principal and interest owed by this 
enterprise to the Hungarian Credit Bank. In other words, 
the government could assist Borsodchem Corporation by 
permitting it to use privatization revenues to pay off its 
debt. The enterprise also request that amounts owed to 
customs and to APEH [Internal Revenue Service] be 
forgiven or rescheduled. 


Nitrogen Works Corporation is the last remaining Hun- 
garian manufacturer of fertilizers. According to a recent 
study, its technological level corresponds with the 
average technological level of 50 American firms having 
a similar profile. The crisis situation of this firm can 
clearly be traced to problems experienced by this 
industry in world markets, and to specific difficulties 
experienced in the domestic market. Rescheduling its 
debts, and reducing or forgiving payments due after 
natural gas mining rights—the firm’s most important 
chemical base material—could resolve the problem. 


Ganz Machine Works Holding Corporation was estab- 
lished in April 1991 as the successor organization to 
Ganz Mavag. It inherited the burden related to a Ft1.2- 
billion investment made by its legal predecessor. Gov- 
ernmental action to write off this debt or to make some 
other financial arrangement would affect primarily the 
State Development Institute and its legal successor. 


Taurus, with its basic liquidity and loan repayment 
problems, has been placed on the list of crisis enterprises 
after the IKM established its original list of 12 enter- 
prises. Since Western competition has made significant 








JPRS-EER-92-159 
17 November 1992 


incursions in domestic tire sales, prospects for restoring 
domestic tire manufacturing—Taurus’ main line of busi- 
ness—are dim. On the other hand, Taurus’ tire manu- 
facturing units could be severed from that enterprise by 
quickly privatizing other, viable units and by resched- 
uling Taurus’ debts. 


Roller Bearing Works’ bankruptcy proceedings are 
promising, according to IKM officials. The credit 
terms related to the firm’s borrowed funds must be 
changed as part of the bankruptcy proceedings before 
the firm is able to succeed. The situation is the same 
at the Glass Industry Works and its subsidiary Pan- 
nonglass Works; the former owns 99.8 percent of the 
latter’s stock. The state crisis management program 
for these firms must be reconciled with the respective 
receivers to ensure creditors’ concurrence with 
arrangements to be made. Glass Industry Works has 
lost its markets because food industry demand for 
blown glass bottles has dropped to 30-40 percent of 
the previous level of demand. This then suggests the 
solution: Two or three factories must be given help to 
rebuild their furnaces, while another two or three 
factories must be shut down. The reduction in force 
must be accomplished in a humane manner, 
according to the IKM official (two weeks ago the 
enterprise director told this newspaper the same). 


Neither Raba nor Ikarus are bankrupt at this time; 
nevertheless, their financial and marketing problems 
are well known. In the course of somewhat less than a 
year, Raba’s new management was able to reduce the 
firm’s inventory value from Ft8 billion to about Ft3 
billion, thus also reducing the borrowing needs of the 
firm by Ft3-4 million (details of this were presented in 
FIGYELO No. 32, 1992). The Gyor-based enterprise 
no longer accumulates losses as a result. Raba has 
improved its chances in the market by developing 19 
types of military vehicles—accompanied by potential 
orders from the state—and by developing a D10-type 
Diesel engine that complies with the requirements of 
the Euro | international standard. Raba seeks help 
from the state in the form of forgiving the Ft150- 
million debt burden related to the already finished, 
but useless testing ground, and of authorizing the sale 
of a 100,000-square-meter plant facility. Prospects 
are encouraging in this regard, we learned at the press 
conference. Raba requests that the internal revenue 
authority waive a Ft300-million penalty assessed for 
an unfounded Ft100-million wage increase last year 
and for late deliveries. The IKM official also said that 
it would be worth considering governmental means 
available to protect the markets of the Gyor-based 
enterprise, while the enterprise could also take all 
necessary action to acquire new markets and to 
become privatized. Ikarus’ problems, like those of 
Raba, pertain primarily to dimensions. During the 
past year and a half Ikarus has been unable to reduce 
its capacities to acceptable levels. The IKM returned 
Ikarus’ financial plan for revisions, but accepted the 
enterprise’s strategic plan developed with the help of 
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a foreign consultant. (How could the strategic plan be 
accepted if the financial plan was bad? No light was 
shed on this issue.) Ikarus requires direct help from 
the government to restructure its credit grants to 
firms in developing countries, and to obtain export 
prefinancing loans in excess of limits established by 
banking rules. Although negotiations with Mercedes 
(FIGYELO No. 27, 1992) that began months ago are 
promising, the state intends to issue a tender invita- 
tion for the privatization of the firm. 


BHG has come into a difficult situation as a result of 
Ft1.3 billion in overdue loans and because of market 
loss, the IKM official said. At the same time he said that 
privatization was the basic condition for future evolu- 
tion, notably, the consummation of a tentative agree- 
ment reached with Northern Telecom. (A detailed report 
on BHG will be presented in our next week’s issue.) 


The intent behind the government crisis management 
program is to provide help primarily to enterprises that 
are viable in the marketplace, according to Balazs Botos, 
his associates subsequently added that industrial 
strategy, national defense, and employment policy con- 
siderations are at least as important as viability in the 
marketplace. Responding to a FIGYELO question 
Balazs Botos said that they did not intend to add more 
enterprises to the 13 firms presently on the list; enter- 
prises are not pressuring the IKM to do so. And the IKM 
has no intention to initiate similar action in the future, 
because governmental action focusing on individual 
enterprises is permissible only during the period of 
transition. Although the government decree expressly 
authorized the inclusion of viable enterprises only as 
part of the group of enterprises eligible for crisis man- 
agement assistance, the IKM deputy state secretary saw 
no contradiction between the provisions of the decree 
and the special treatment accorded to firms subject to 
bankruptcy proceedings. These firms were not subject to 
liquidation proceedings at the time they were added to 
the list of crisis enterprises. 


[Box, p 19] 


The IKM’s crisis management program has been 
attacked from the outset; certain contrary views have 
been expressed, to say the least. How could the idea of 
the government evaluating individual enterprises be 
reconciled with the idea of competition in the market- 
place? Could corporations and private firms also count 
on such help, or, could it be that only the enterprises 
remaining under long-term state ownership are entitled 
to receive government aid? Do we have appropriate legal 
provisions, has the legal background of the ministry’s 
recommended financial transactions and its proposals to 
relieve the burden on these enterprises been clarified? 
Are these firms indeed going to stand on their own feet 
after receiving government aid, or is the agony of one or 
another enterprise going to be prolonged only? It is hard 
to answer these questions and it is impossible to provide 
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clear-cut answers. Just when is it going to be possible to 
answer these questions? Only after the government has 
decided over the specific proposals and only after we 
learn the effects of the proposed actions on the manage- 
ment of the various enterprises. We may have the answer 
as soon as we find out what the enterprise proposals 
approved by the ministry contain, and as soon as we 
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know how much of these proposals can be implemented 
and what results they produce. 


This article summarizes the situation of the various 
enterprises from the IKM’s vantage point. The details of 
the picture would probably be different based on the 
views of others. 
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Walesa’s Image, Role Over Last Decade 
Evaluated 


93EP0056A Wroclaw ODRA in Polish No 9, Sep 92 
pp 2-6 


[Article by writer and author Andrzej Szczypiorski: “The 
Walesa Syndrome”’] 


[Text] I got to know Lech Walesa after he became 
president of the Republic of Poland. I accompanied him 
on an Official trip to Germany in the spring of 1992. We 
held several talks during that trip, as well as later. The 
initiative always remained, and still remains, in Walesa’s 
hands, because he is the head of state, whereas I was 
raised in ancient times when the old-fashioned idea of 
the citizen’s loyalty to the state and respect for the 
person of the president was still dominant. Young people 
used to be taught these principles before World War II, 
even at homes where, apparently not without reason, 
Moscicki [president of prewar Poland] was regarded as a 
political figurehead. 


I personally met Walesa fairly late, but of course that 
does not mean that I had not previously had my own 
opinion about him. That opinion changed over time, just 
as Walesa himself changed. I too have changed. Nowa- 
days it is difficult to tell just what has caused my 
opinions of Walesa, at one time negative, to become 
much more positive. I experienced no sudden illumina- 
tion. What is more, Walesa does not seem to me a 
statesman with a great future; on the contrary, I think 
that recently he has been more a loser than a winner. 
Now I believe, and that is the decisive factor to me, that 
strengthening Walesa’s authority as the head of state and 
supporting his proreform efforts is in Poland’s interest. 
At present the president is in the eyes of the world the 
most stable and convincing spokesman for and guar- 
antor of the reforms. 


In 1980 as well as during the subsequent difficult years 
Walesa was to me a symbol of free Poland. He was an 
embodiment of Polish desires, aspirations, and dreams. 
To present-day 20-year-olds, the attitude of the older 
generations toward Solidarity is a bit puzzling and 
perhaps even somewhat schizophrenic. My grandchild is 
an 18-year-old man. His attitude to the Solidarity move- 
ment, and hence also to Walesa, is rather cool, and at any 
rate it is free of any sentimentality. To him Walesa is an 
old-fashioned figure. That perhaps is why the president 
missed the bull’s eye in his letter of advice to Monika 
Kern. But anyhow that was a highly atypical mistake for 
him. 


I think that Lech Walesa likes to instruct others from the 
heights of his personal experience; he often says that he 
is a practitioner and acts as one, which after all is true 
but does not necessarily mean that his personal experi- 
ences have indeed been extensive. Of a certainty, in 
Walesa’s case, as with most other individuals, his expe- 
rience is indeed instructive in some matters, because it is 
based on various painful blows of fate, but in other 
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matters it is simply the delusion of a man who overesti- 
mates his potential and opportunities. 


To return to the past, in order to clear up the chronology 
of events, let me add that during the martial-law era my 
attitude to Walesa was typical of that felt by millions of 
people. The whole thing can be summed up by the phrase 
that in those times that man symbolized our entire 
Struggle and all our dreams. 


But after so many years, the matter deserves analyzing, 
especially in descriptive categories. 


It probably is true that in 1980-81 Walesa, and along 
with him a vast majority of Poles, provided a good 
illustration of the Leninist vision of the world. Every- 
thing that happened afterward, until the present day, 
seems to confirm that hypothesis. A large segment of the 
Polish intelligentsia had believed for many decades, 
regardless of the differences in its philosophy, that under 
the communist system the working class represents the 
sole real political force. That also exercised a kind of 
fascination which, in the immediate postwar years, 
sometimes was reflected among intellectuals in an idol- 
atrous attitude toward revolutionary transformations. 
Afterward, when, fortunately, intellectuals lost their 
faith in the system while regaining faith in common 
sense, the belief in the special role of workers in a 
country of real socialism had persisted, however. In the 
imagination of the country’s intellectual elite the 
working class was no longer, to be sure, the demiurge of 
history, but it was the sole force capable of opposing the 
tyranny of the system. In that sense, the worker became 
somehow the instrument of destruction of an evil state 
unwanted by a majority of the nation. As for the worker, 
in those times he considered himself the representative 
of the chosen class, destined to accomplish goals of a 
special historic importance. 


Such Leninist delusion was a constant element of our 
mentality in August 1980 and later, too, after 13 
December 1981. Martial law changed quite radically the 
Polish intellectual landscape. A time had come for new 
illusions, which ensued from completely new realities. 
The December 1981 events undermined the myth of the 
power and indomitability of the Polish working class. 
Resistance to the martial-law authorities, and subse- 
quently to the several-years-long dictatorship of the 
generals, shifted from large worker concentrations to the 
academic community, secondary schools, offices, and a 
broadly structured cultural underground. The political 
struggle was waged chiefly in the domain of public 
awareness, owing to the extremely difficult external 
conditions and the existence of much greater dangers 
than had been present during the Gierek administration. 
At the time drastic actions on a mass scale had been 
relatively fruitless, and a large segment of the society 
viewed them as symptoms of political immaturity. Thus, 
the conditions existing in those times resulted in that the 
intelligentsia began to play the decisive role in the 
struggle against the system. Resistance to communism 
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from December 1981 until the formation of the Mazow- 
iecki government in the fall of 1989 was largely to the 
credit of the educated stratum of the nation. 


In those times the role of the workers proved to be 
limited; they remained silent. Their silence was of a 
certainty hostile to the generals, but there exist no 
grounds for contending that the big manufacturing 
plants were hotbeds of patriotic Solidarity rebellion and 
were ready to express violent protest on the first suitable 
occasion. Apart from a few exceptions such as the Wujek 
Mine, the response of the large worker communities was 
disappointing in December 1981. As someone rightly 
stated at that time, Polish workers did not want to die for 
Solidarity. Had they shown grater attachment to that 
organization, so feted previously, the course of events 
would have been different. I do not mean at all to claim 
that the people could have succeeded in its struggle 
against the apparatus of power in December 1981. What 
is more, had Jaruzelski proved to be not strong enough, 
Soviet divisions could have restored order at any 
moment. 


Thus the point is not a military or political triumph but 
the state of the minds and the scale of determination. 
Well, the determination displayed by the intelligentsia 
was certainly huge and universal, but among the workers 
it occurred only to a slight degree. Their active resistance 
was shortlived and limited to just a few plants. Of course, 
that could be ascribed to the political astuteness of the 
workforces, which resisted the romantic desire for 
freedom and coolly calculated their chances. But there is 
a great element of exaggeration to any such assessment. 


There are no grounds nowadays for creating a great 
legend of the militancy of Polish workers, because his- 
tory does not confirm it. The worker opposition to the 
rule of the generals was weak and numerically small. 
Basically, it was confined to brave and self-sacrificing 
trade union activists who were for the most part interned 
or jailed after 13 December. Those who had remained in 
the factories or, after a while, returned to them from jails 
and internment camps, often acted in isolation. The 
successes they achieved came in spite of tremendous 
resistance. Properly speaking, restoring the former influ- 
ence of Solidarity was impossible even at such bastions 
of the Solidarity movement as the Gdansk Shipyard, the 
Ursus Tractor Plant, or the Nowa Huta Steelworks. 


One can hazard the statement that if the great proinde- 
pendence, civil, and democratic Solidarity movement 
was defeated anywhere at all after the imposition of 
martial law, it was defeated precisely among the workers. 
Leadership in the oppositionist struggle passed to the 
hands of the educated stratum of the nation, and it was 
that stratum, the intelligentsia, that played the decisive 
role in the period of decline of the communist dictator- 
ship. 


The strike at the Gdansk Shipyard in the summer of 
1988 was lost by Walesa and Mazowiecki, not because 
the authorities proved to be strong, since everyone by 
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then had known that they were weak, but for a more 
painful reason, namely, because other factories in the 
country did not even move a finger in the defense of the 
ideals symbolized by Walesa. Nowadays, from the van- 
tage point of time, it can be assumed that the martial law 
deprived workers of belief in their own strength, that at 
that time they began to doubt in their special historical 
mission. This produced consequences of crucial impor- 
tance to Poland. Namely, after several decades of omni- 
presence of communist mythology in public life, the 
working class forfeited its Leninist charisma. 


Everything that had subsequently happened and is hap- 
pening to this day in Poland reflects the ceaseless, and 
fortunately unsuccessful, attempts to regain the 
authority forfeited by big-industry workers. The working 
class in Poland feels itself cheated of its leading role. 
Many observers attribute that to the new property rela- 
tions and new customs and mores. Such an opinion is 
unconvincing since the changes in modes of ownership 
and customs and mores have actually been insignificant. 


The leading role was lost much earlier. Paradoxically, it 
was precisely an ardent proponent of Leninism, Gen. 
Jaruzelski, who had buried the most vital Leninist myth, 
one most deeply rooted in Polish awareness. 


Here it is worthwhile to look for an answer to the 
numerous puzzles, obscurities, oddities, and saddening 
and ludicrous aspects which together form the Walesa 
Syndrome. Incredible as it may seem at present, he is 
going one day to be evaluated as a tragic figure. His 
spiritual problem consists above all in his conflict with 
his own community, which had in its time elevated him 
and turned him into a national leader, and which subse- 
quently proved to be insufficiently creative, and some- 
times even destructive, as regards political, social, and 
economic decisions, which after a whole Walesa was 
horrified, and perhaps also scared, to realize. For then he 
understood that he is completely alone. 


It turned out that his sole genuine ally in the life of the 
state was precisely a social group, which Walesa did not 
understand and mistrusted, because its very existence 
magnified his complexes. What is more he engaged in a 
fierce struggle against it during the presidential cam- 
paign, when he did not spare it and, on the contrary, 
dealt it horrible blows that wounded more than one 
person deeply; he thus had reason to believe that he had 
few friends among educated people. What is worse, such 
was the fatal course of events that the particular edu- 
cated individuals who marched to the Belweder together 
with Walesa, in an overwhelming majority of cases did 
not belong to the country’s intellectual elite owing to 
various flaws in their mental makeup, yet, understand- 
ably, to Walesa they represented that elite. Afterward, 
when he broke with them, perhaps owing to their mutual 
bickering and excessive political ambitions, but perhaps 
also owing to his own somewhat autocratic tendencies, 
he resolved, not without reason, that he was betrayed. 
That aggravated his complexes against the intelligentsia. 
He was thus almost totally alone, perhaps even lost, 
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because big-industry workers, that is, the very people 
who were closest to him and for whom he wanted the 
new Poland, so that they would find in it their place 
according to their aspirations and dreams, suddenly 
proved to be marauders in face of historical events. 


Walesa the worker had for many years succumbed to the 
communist pipedream that workers are a social group of 
special importance and with special privileges. When he 
finally realized that they are chiefly a destructive force, 
that in the late 20th century they contribute little of the 
creative energy so needed by the country, that it is 
primarily the middle class and not the workers of big 
industrial plants that is Poland’s future, he probably 
seemed an anachronism to himself. Nowadays he is 
trying to overcome that situation, to cope with the 
burdens of his great role, with the obligation of being the 
head of state, that is, the president of the entire nation 
and not just one social group. In undergoing that difficult 
change Walesa deserves the concerted support of all 
citizens who think in categories of national interest. 


But this is a new situation into which it took him a long 
time to grow. In the fall of 1989, he probably felt, like the 
entire social class to which he belonged, mocked by the 
course of events. Not without reason he had always 
considered himself the leader of a great mass movement 
which was to struggle for a free Poland. Well now, since 
the summer of 1989, Poland began to march rapidly and 
at a forced pace toward freedom, while he remained at 
the wayside. The “war at the top,” our greatest misfor- 
tune in recent years, was proclaimed by Walesa not only 
on his own behalf. It was to win back the social and 
political positions lost by the masses in the course of the 
ongoing changes. Walesa was unaware that he was the 
prisoner of old illusions. But now he understands it 
perfectly. For some time now he has been saying that we 
all were raised by that other world, that we all had 
succumbed to its myths, usurpations, and stupidities. 
Walesa waged the presidential campaign consistently. 
His invectives were aimed at educated people and com- 
bined with folk proverbs which bore no relation to the 
topic but served to emphasize his ties to the masses. 
They were mere phraseology; they were demagoguery 
swollen with populist pride and they praised ignorance 
and brutality. At the time, such praise of ignorance and 
stupidity nourished the adventurist mood of the lumpen- 
proletariat. 


If Walesa was ever really a danger to Polish democracy, 
it was precisely then, during the propaganda struggle 
against Mazowiecki, when he spoke as a fierce and 
violent people’s tribune. Never before or after did he 
show himself to be such a complete ignoramus as during 
that unfortunate presidential campaign. At times he 
even produced the impression of a man who pretended 
to be a boor and an ignoramus. He had adopted the 
Leninist style of political struggle. No rational argument 
counted, and there was no program of economic and 
social action. The only program was to attempt to sling 
mud at and destroy the adversary. Thus the moral 
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relativism of the not so distant times of dictatorship has 
returned to the Polish political scene. 


It did not take long for the deplorable consequences to 
arise. Tyminski appeared with his black briefcase, the 
first herald of the events that several years later were to 
wound Walesa most painfully after he already became 
head of state and long ago parted with all that which 
could be termed populist corruption. In those times, 
during the presidential campaign, the apparent target of 
attacks was Mazowiecki, whom Walesa sought to 
deprive of his merits, honor, dignity, reason, and, lastly, 
Polishness. Mazowiecki was the scapegoat, because in 
reality the struggle was for restoring some mythical, 
imaginary balance between the masses and the educated 
elite of the nation. The public’s mood was agitated for 
some several months, but that does not seem to be the 
worst sin. Hundredfold worse was the sowing of new 
illusions whose barrenness proved to be particularly 
painful precisely because Walesa iad promised such a 
bumper harvest. Anti-intelligentsia prejudices— 
hostility, mistrust, and even open enmity toward the 
enlightened social strata awakened among the masses. 


The point is that when academics are bashed, all things 
being equal, ignorance is praised to the skies. For toward 
the end of the 20th century there is no other choice than 
that between enlightenment and superstition, expertise 
and amateurishness, sensitivity and boorishness, 
wisdom and stupidity, and civilization and barbarism. 
From the vantage point of two years of events, such as all 
those political turbulences, crises, Belwederian comi- 
cality and pathos, and also all those personal loves and 
partings in which the president took part on the political 
scene, one can hazard nowadays the view that in 1990 
Walesa wanted neither that moral relativism nor that 
political corruption of the country which had remained 
for a long time as a legacy of his presidential campaign. 
All Walesa wanted was power, because he thought that 
he was the best-fitted to exercise it to Poland’s greatest 
benefit. But essentially at that time he had no idea 
whatsoever of the meaning of power in a democratic 
country; he did not know how to exercise it, and he did 
not realize its burdens and, above all, the constraints 
weighing on the state and its helmsmen in the new stage 
of Polish history. 


In those mistaken views of power, too, jie was the child 
of the former era, just as we all are a little. Of a certainty 
he had thought that the president of the Republic of 
Poland would be something of the kind of first secretary 
of the PZPR [Polish United Workers Party] Central 
Committee. That should not be surprising since to this 
day that is how some people in his entourage still view 
the power of the Belweder, and when the president, by 
now aware of his constraints and impotence, argues that 
a democracy is something quite different, he is treated as 
either a political spin doctor or a traitor of workers’ 
interests. 


That is probably the reality. Because Walesa as a guar- 
antor of and spokesman for the market reform and 
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parliamentary democracy does not at all represent the 
interests of his former social class, the workers at the big 
factories of real socialism. They are pulling Poland 
backward, whereas he is trying to push it forward toward 
Europe. These two tendencies basically conflict. As it 
turned out, Walesa’s own social class is endangering his 
political calculations and concepts, and he is finding 
allies in a totally different world although it still seems to 
him alien and relatively inattractive. 


Thus it looks like that in nearly everything that Walesa is 
doing as a politician he is committing violence against 
his own nature, habits, and aspirations. The office of the 
president of the Republic of Poland distances him from 
himself more than anybody else who ever held that post. 


And perhaps that is precisely the kind of purgatory in 
which Walesa found himself, such that the fire of disap- 
pointments and bitter disenchantment purified him of 
his former class illusions and, within a few years, turned 
him into an eminent statesman? 


Overview of Changes Needed, Problems in Army 


93EP0041A Warsaw POLITYKA in Polish No 42, 
17 Oct 92 p 7 


[Interview with Zbigniew Skoczylas, director of the 
Personnel Department in the Ministry of National 
Defense, by Marek Henzler; place and date not given: 
“File, Pencil, and Eraser’’} 


[Text] [Henzler] Sir, the Army does not want the review 
of its cadres at this time. Would this indeed pose such a 
big threat to it? 


[Skoczylas] I take it that people who demand the cadre 
review [lustracja] have noble intentions. However, these 
people do not have any idea (how come any way?) of 
what the Communist Party was in the Army. As recently 
as in the beginning of 1989, 92 percent of the commis- 
sioned officers were party members—all battalion, regi- 
ment and division commanders, not to mention the 
entire leadership of MON [Ministry of National 
Defense]. So-called party work was conducted not only 
by the professional party apparatus (which had only 500 
positions) and the Army’s political corps (7,839 soldiers 
and officers), but virtually by all commanders. The party 
indoctrination of the troops was considered as important 
(if not more important than) as their combat training. 


There were approximately 3,000 primary party organi- 
zations and party committees at all levels in the Army. 
Every few years, almost every officer would be elected to 
the party executive posts. If the Sejm adopts the restric- 
tive version of the cadre review bill [ustawa lustracyjna], 
the entire top brass—from the battalion commanders to 
generals (12,000-15,000 officers altogether)—will have 
to leave their posts, that is to leave the Army. Gone will 
be almost all officers from the intelligence, counterintel- 
ligence, the military police, the [political] education 
service, and the military attache offices. Only three or 
four generals, including the field bishop, Father Slawoj 
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Leszek Gwozdz, will be left. It will be a suicidal move 
against Our own Army, comparable only with the 
Stalinist purges of the Red Army in 1936-38. 


{[Henzler] What you are saying is that the military got 
entangled in the Communist Party affairs much deeper 
than the civilians. Does this justify a demand that the 
Army be treated with leniency again? 


[Skoczylas] The Army absolutely does not usurp a right 
to any special treatment. However, in my opinion, one 
should always have in mind the interests of the state 
above all. If the cadre review takes place, the review bill 
should not contain any vague and disparaging phrases, 
for example, referring to the officers as people who 
‘acted in a way harmful to the Republic of Poland and 
its citizens.”” These are charges which would have to be 
proven in the court of law with regard to each and every 
officer. Besides, the Army cannot be deprived of its 
professional commanders overnight. The former tsarist 
officers were removed from the Red Army only 20 years 
after the revolution, in the thirties, while General 
Brusilov remained in the service until 1925. 


[Henzler] Senator Zbigniew Romaszewski has suggested 
that the reserve officers may fill the gaps in the ranks 
caused by the cadre review. 


[Skoczylas} It was perhaps possible in the times of the 
home guard, when the sword was the main weapon. Ina 
modern, peacetime army, one acquires education and 
experience necessary to command a division at the age of 
35-40, while past 41 can become a general. But going 
back to the cadre review, the Army itself is able to 
eliminate undesirable individuals. We are doing this 
through a normal personnel policy, quietly and without 
finishing people off. 


[Henzler] I understand then that you will not agree with 
Wojciech Pegiel, a KPN [Confederation for an Indepen- 
dent Poland] deputy and the deputy chairman of the 
Sejm’s national defense commission, who has said: “‘it is 
we, the politicians, who define the needs of the Army, 
not vice versa, because--pardon the expression—it is 
not up to the thief to write up the penal code.” 


[Skoczylas] The question who decides about the shape of 
the Army, the politicians or the military, is not new. 
George Bernard Shaw said that war is too serious a 
matter to leave it up only to the generals. F. Foch, 
marshal of France and Poland, responded to that by 
saying that the Army and war are too serious matters to 
leave them exclusively in the hands of the politicians. A 
politician, if he has to use an allegory or a metaphor, has 
to do it in such a way as not to hurt other people’s 
feelings. The results of sociological surveys indicate that 
the Army’s prestige is growing. I have a question to Mr. 
deputy. Who should be given credit for that? In my 
opinion—the whole professional cadre. 


In the period 1989-91, 18,744 officers left the Army, 
including 105 generals (only 24 new ones have been 
appointed) and 9,640 colonels and lieutenant colonels. 
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The Main Political Directorate and the Military Political 
Academy have been disbanded. The party-political 
structure has been transformed into the education ser- 
vice, with half of the permanent positions of the former 
(2,192). The WSW [Internal Military Service] has been 
substituted by ihe military police and a separate coun- 
terintelligence service, and cut down by more than 1,000 
permanent positions. Some 240 military prosecutors and 
33 military judges have been fired, including many 
notorious for their activities under martial law. Only 206 
commissioned officers, ensigns and noncommissioned 
officers who had joined the Army before 1955, in the 
time of Stalin and Bierut, still remain on active duty, | 
would like to point out that in 1918, the Polish Army 
admitted all Polish officers who had served in the armies 
of the occupying powers (Russia, Germany, and Austria- 


Hungary]. 


[Henzler] Voices favoring the cadre review and decom- 
munization have been heard not only in Poland. How 
has this been resolved in other armies of the former 
Warsaw Pact? 


[Skoczylas}] The most important problem in Czechoslo- 
vakia is not the cadre review but the separation of the 
Army into the Czech and Slovak parts. They argue 
whether one is a Czech or a Slovak, not about who was a 
communist. What they are facing is a gigantic relocation 
of the military cadres, not their replacement. In Hun- 
gary, just as in Poland, the issue of the cadre review was 
very controversial in the parliament. In practice, the 
Hungarians slowly but systematically are replacing the 
cadres, by retiring the older gentlemen. It is easier for 
them because their Army is small and their officer corps 
is relatively advanced in age. An average age of a 
Hungarian officer is about 40 years, whereas it is only 
36.5 years in Poland. 


Things are completely different in the post-Soviet repub- 
lics. Often there is no one there to replace the ethnically 
Russian officers. Therefore, the oath of loyalty which the 
Russian-born officers take in particular republics is more 
important than their past membership and functions in 
the CPSU. For example, a Russian is today a com- 
mander in chief of the Ukrainian Army because there are 
no Ukrainians who would be equally experienced and 
qualified. In contrast, West Germany has discharged the 
majority of the officer corps of the former East German 
Army. Only pilots and the majority of the junior officers, 
plus a few lieutenant colonels and colonels have 
remained in the service. The Bundeswher is supposed to 
be reduced by 25 percent by 1994, and there is no place 
in it for the majority of the former East German officers. 
Thus, decommunization has not been carried out in any 
Army of the former Warsaw Pact. Even our ex-Defense 
Minister Parys, while favoring decommunization, would 
in practice substitute discharged officers with others who 
used to be the party members just as well. 


[Henzler] Minister Janusz Onyszkiewicz has said about 
the drafts of the cadre review bill: “I will neither con- 
tribute to such a practical liquidation of the Polish 
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Army, nor will I carry it out in MON,” What is going to 
happen if another minister, a proponent of the cadre 
review, takes over? 


[Skoczylas] We live in Poland, not in some Uruguay, and 
any coup is Out of question, rumors notwithstanding. On 
the other hand, one can see that many officers are 
disheartened, Their trust in the parliament has 
decreased, They just kill time while looking for career 
Opportunities outside the Army in case they are dis- 
charged. The minister of defense has been replaced four 
times in the last eight months. Now the officer corps is 
threatened with the cadre review. The military have been 
on an emotional roller-coaster for quite some time. It 
this does not stop at once, the Army will face more 
destabilization. 


{Henzler] Before the World War II, 18,000 officers were 
in charge of the 350,000-man strong Polish Army. 
Today, every fifth man in the 217,000-man strong Army 
is a commissioned officer. By comparison, only every 
12th serviceman is an officer in the German Army, and 
every 16th in the French Army. A rumor has it that it ts 
enough to throw a stick in Warsaw up in the air, and 
when it falls down at least one of its ends will hit some 
colonel on the head. Do we have too many officers? 


[Skoczylas] Our officer corps is structured very badly 
There are 42,000 commissioned officers, 24,000 ensigns, 
and 21,000 noncommissioned officers. A correct ratio 
between these groups should be one to two or one to 
three. Unfortunately, for years there have not been 
enough volunteers to pursue the careers of ensigns and 
noncommissioned officers. 


The central offices of MON employ approximately the 
same number of officers as the similar German offices. It 
is impossible to cut down that personnel any more. 
However, we have inherited from the Warsaw Pact 
various bureaucratic structures (now being disbanded) 
that—in case of war—were supposed to beef up the civil 
and territorial defense formations, which in turn would 
fill the void left by the Polish Army, fighting somewhere 
in Europe. 


{Henzler] That is why the Polish Army, which is only 
half the size of the German Army, has three times as 
many colonels. 


[Skoczylas}] That is not the only reason. In addition, in 
the Bundeswher, a physician might have a rank of an 
oberartz or stabarzt and wear a uniform and shoulder- 
straps but he is considered only a military clerk. The 
same with a paymaster or a guy who counts pieces of 
underwear in a storage room. In Poland, however, den- 
tists, military musicians, and the maintenance engineers 
serve as officers. The largest group of officers in the same 
rank and specialty is composed of lieutenant colonels- 
physicians, of whom there are about 1,000. The old 
doctrine, as well as the past salary and promotion 
policies—which added more stripes to the officers’ 
shoulder-straps instead of raising their salaries—have 
left us with an ugly surplus of colonels. Although as many 








26 POLAND 


as 5,800 colonels left the Army in the period 1989-91, we 
still have more of them than majors! A correctly struc- 
tured officer corps, such as in the American or British 
armies, should have a shape of a pyramid from the rank 
of the captain up. We need to restore the corps of the 
military clerks, which existed in Poland until 1923. This 
solution would bring about significant budgetary savings 
because only the officers would be entitled to an early 
retirement on particularly favorable terms. 


{[Henzler] The paper NOWINY has recently described 
the visit of Field Bishop Slawoj Leszek Gwozdz in the 
Przemysl garrison. The priest-general, whose motto is 
“Milito pro Christo” (“I Fight for Christ”), told the 
soldiers that “he has yet to meet a general in Poland who 
has not bragged to him that he used to be an altar boy....”” 


[Skoczylas}] When I met the priest-general for the first 
time, I had the privilege to inform him that I was an 
atheist. Still, we have a very good rapport. People should 
be honest until the end, in my opinion. 


{Henzler] Is this true that such factors as the officers’ 
altar boy past, their Catholic marriage (even post fac- 
tum), or their pilgrimage to the Black Madonna Shrine in 
Czestochowa have become new “ideological” criteria, 
taken into account when the promotion decisions are 
made? 


[Skoczylas] No. What counts is their professionalism in 
the service of the Republic of Poland. On the other hand, 
there are people, not only in the Army, who are unable to 
separate two spheres of life—private and public, the later 
related to their position. I agree with professor T. Zie- 
linski, the Ombudsman, that these two sphere should not 
be mixed up. 


{Henzler] How many chaplains used to be in the Army, 
and how many of them are there today? Will the soldiers 
of the non-Catholic denomination have them too? 


{Skoczylas]} There are 200 positions in the chaplain 
corps, but only 85 of them are filled, compared with 30 
in the 1960's. All of them Roman Catholic chaplains, but 
a legislation is being drafted which would regulate the 
service of chaplains of the Orthodox and Pentecostal 
denominations. 


{Henzler] You became the director of the MON’s Per- 
sonnel Department in July of this year, 13 years after 
your retirement from the Army. Have you noticed any 
major changes in that department? 


[Skoczylas] I was horrified when I came back. Just as 100 
years ago, the basic tool of the personnel officer is a file, 
a pencil and an eraser. The huge stacks of files fill up 
entire rooms. 


{[Henzler] The names of many officers who deserve faster 
promotions have probably disappeared in those files. 


[Skoczylas] Perhaps. We cannot move ahead without 
computers. I would like to be able to retrieve data 
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instantly, which, for example, would say how many 
colonels we have with one eye blue and one green, with 
a limp in the right leg! 


{[Henzler] We are marching towards NATO. How many 
officers speak West European languages? 


[Skoczylas}] | would not find more than a thousand of 
them. This gives me a headache because we have to find 
people to replace those serving in the UN contingents, as 
well as those who would study in the Western military 
academies. But as long as an officer expects the state to 
provide him with everything, instead of investing in his 
own education, there is nothing to talk about. | will not 
betray a military secret if I say that the majority of 
officers do not even speak Russian well, although they 
studied it for 12 years, from the fourth grade of elemen- 
tary school to graduation from the military school. 


{[Henzler] There have not been enough candidates to the 
military schools for years. The best high school graduates 
would apply to those schools very rarely. But this year 
there were two candidates for one place in the commis- 
sioned officer schools, and as many as four in the ensign 
schools. How can you explain this sudden increase in the 
popularity of the military career among the youth? 


[Skoczylas] The reasons are obvious. | agree with those 
who claim that only 2 percent of the students in the 
military schools want to become generals and make that 
wish come true. The others, however, have coldly calcu- 
lated that nowhere would they make it as well as in the 
Army. The Arimy gives stability and the clear-cut rules of 
the game. In the worst case scenario, one would have to 
risk one’s head during the war, which may or may not 
occur. The more life is difficult in the civilian sector, the 
more young people chose the military career. 


{[Henzler] When is Poland going to have a professional 
Army? 


[Skoczylas] Our plan for now is to fill a half of all 
positions with professional soldiers. We will not have a 
fully professional Army before the year 2000. By then, 
the problems with the alternative military service and/or 
discussions about the additional shortening of the mili- 
tary service will have been over. It makes no sense to 
invest huge amounts of money into training of soldiers 
who are discharged as soon as they become specialists. 
Pardon the expression, but a modern army needs profes- 
sional killers—people who are superbly trained in a nasty 
profession of killing other people. The war in the Persian 
Gulf, just as the Falklands war earlier, has shown that 
armies composed of hundreds of thousands of reserve 
troops have no chance against professionals. 


{Henzler] Thank you for the interview. 


Argentine Delegation Seeks Business Contacts 


93EPOOSSC Warsaw RYNKI ZAGRANICZNE 
in Polish No 124, 15 Oct 92 p 8 


[Article by A.K.: “The Argentine Mission in Warsaw’’] 
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(Text] Warsaw was visited by a trade mission from the 
Argentine province of Misiones, headed by Governor 
Federico Ramon Puerta. It included representatives of 
the government and parliament of that province and a 
group of 15 or so businessmen, including some of Polish 
Origin as well, engaging chiefly in the production of tea, 
yerba mate, and tung oil, as well as representing con- 
struction companies. 


The official part of the delegation met with high officials 
of the Ministry of Foreign Economic Cooperation, 
authorities of Warsaw Voivodship and the Capital City 
of Warsaw, and representatives of the Polish Commu- 
nity. 


During the meeting, organized by the KIG [National 
Chamber of Commerce] and the Argentine Embassy, 
businessmen from Misiones Province had the opportu- 
nity to establish contacts with representatives of Polish 
commercial and industrial companies. The subject of the 
talks was possibilities for importing Argentine tea as well 
as for introducing on our market yerba mate, which is 
already being exported to 20-odd countries, and tung oil. 
The chances for eventual shipments of Polish artificial 
fertilizers and agricultural and construction machinery 
to Argentina were also discussed. 


Austrian Telecom Firm Representative Visits 


93EPO0S5SB Warsaw RYNKI ZAGRANICZNE in Polish 
No 123, 13 Oct 92 p 8 


[Interview with Monika Mizielenska, representative of 
the Austrian telecommunications firm Kapsch, by Mal- 
gorzata Mleczkowa; place and date not given: “Poland— 
An Interesting Partner,” under the rubric ‘Business: 
Advice and Information’’} 


[Text] [Mleczkowa] You represent Kapsch Company of 
Vienna in Poland. This is a company that has for years 
been active in the telecommunications industry, a field 
in which our country ha’ great needs but, at the same 
time, limited financial possibilities. What has prompted 
Kapsch to enter our market? 


[Mizielenska] That meant to us taking a strategic deci- 
sion linked to the expansion of sales of our products in 
Central and East Europe. My bosses in Austria pro- 
ceeded from the assumption that, despite the limited 
financial resources on these markets, they represent a 
huge potential demand for modern telecommunications 
systems. Not without importance also was Poland's 
geographical proximity and then also the historic cul- 
tural ties dating to the times of the [Austrian] monarchy. 


We maintain offices not only in Poland but in the Czech 
Republic, in Slovakia, and in Hungary. The volume of 
our sales in each of these countries is greater than in 
Austria itself—so far as sales of our telecommunications 
systems to offices and institutions are concerned. 


We also have broadly conceived investment plans for 
Poland. We have already signed letters of intent or 
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preliminary agreements concerning the launching of the 
manufacture of certain telecommunications equipment. 
This concerns devices for railroad radio communica- 
tions. We have already visited the Railroad Communi- 
cations Works in Bydgoszcz on this matter. If everything 
goes well, we shall be manufacturing there portable train 
radio communications devices assuring collisionless 
guidance of train traffic. | need not emphasize the 
importance of such equipment to train travel safety and 
accident prevention. 


{Mleczkowa] So then your expansion in the countries of 
Central-East Europe has proved to be warranted. 


[Mizielenska] Yes, although barely 3 years ago there had 
not been any indication of the boom with which we are 
dealing at present in, among other countries, Poland. 
The proximity of Austria to Poland makes possible more 
frequent contacts between interested parties. The cost of 
transportation is lower and the provision of servicing 
easier. 


[Mleczkowa] Have there been any priority projects 
undertaken by your enterprise during the last three 
years? 


[Mizielenska] We signed two contracts for installation of 
telephone systems in the Wroclaw and Bielsk-Biala 
voivodships. At the same time, a licensing agreement for 
the manufacture of digital urban dial exchanges has been 
concluded with Elwro, a Wroclaw enterprise. In view of 
the broad scale of these contacts we obtained supports 
from the company licensing us, that is, from Northern 
Telecom, a Canadian-American concern, which has 
taken over for implementation one of these contracts. 
This time the contract was initialed by the governing 
board of Polish Telecommunications, Inc. 


[Mleczkowa] Poles doubt somewhat whether foreign 
enterprises actually offer them the latest achievements of 
technology. 


[Mizielenska] The services we provide at present are 
chiefly the installation of digital subscriber dial 
exchanges which assure a comprehensive solution of the 
communications problem and represent the world’s 
most modern technology. In Poland more than 30 com- 
panies have opted for this system through our mediation, 
most recently the National Bank of Poland and the 
Marriott Hotel. Other users include Polimex Cekop, 
Budimex, and Metalexport. It matters greatly that such 
exchanges not only streamline company management 
and facilitate telecommunications but also serve to 
determine the cost of individual conversations, because 
this has proved to be a source of huge savings over the 
year. For example, Polimex Cekop [a machinery import 
and export center] has computed that its investment in 
this system will be recouped within a year and half solely 
Owing to savings on its telephone bills. 


[Mleczkowa] But complaints about the level of the 
telecommunications services provided are still being 
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made in Poland. Foreign investors and representatives 
of foreign enterprises would have much to say on this 
matter. 


[Mizielenska] That is true, but at the same time I believe 
that recently much has changed to the better in Polish 
telecommunications. The positive changes continue, 
although they are limited by financial possibilities. | 
believe that telecommunications is a highly profitable 
business, and Polish Telecommunications, Inc., can, 
upon earning appropriate profits, successively finance 
the related projects. 


[Mleczkowa] In your opinion, is there a good climate for 
foreign investments in Poland? 


[Mizielenska] Such a climate had existed earlier, and I 
believe that owing to the present political stabilization 
this climate is reappearing. Owing to all those political 
machinations, many foreign investors gave up on doing 
business in Poland, and we lost a great deal. Conditions 
favorable for their return are slowly reappearing, but 
admittedly there is still a great deal of confusion and 
instability of regulations. For example, when we want to 
establish a joint venture with a particular plant, it 
suddenly turns out that its mode of ownership has not 
been settled yet. Thus, unless one is familiar with the 
realities in this country, the risk of doing business here 
still remains large. 


{[Mleczkowa] Do you then believe, as do many busi- 
nessmen who represent foreign capital, that the Polish 
authorities should pursue a resolute policy, if not 
strategy, of providing better conditions for foreign cap- 
ital in Poland? 


{Mizielenskaj It is undoubtedly important to provide 
incentives such as lower taxes or investment rebates for 
foreign enterprises to start operating in Poland. But 
when particular ministries pursue specific policies and 
select suppliers who pledge themselves > activate pro- 
duction in Poland, then to the foreign businessman our 
economic legislation and regulations are relegated to a 
secondary plane. To him what matters is the expansion 
of his own business, growth, and new markets. 


In particular, only partners who guarantee to contribute 
investment capital in Poland should be selected for large 
domains of the economy that are strategically important 
to the state. 


[Mleczkowa] As the representative of a foreign company, 
what obstacles do you encounter in contacts with your 
compatriots? 


{Mizielenska] Lack of punctuality and solidity. Then, 
too, there are the frequent changes of mind on the part of 
customers, for various unknown or unexplained reasons. 
My observations indicate that this is due to frequent 
changes in the staffing of enterprises. Even when specific 
terms are agreed upon, there is never any certainty as to 
whether the new manager will respect them. Let alone 
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the consideration that more often than not his prede- 
cessor leaves a void behind him and keeps him only 
sporadically posted about issues of importance to the 
company. 


[Mleczkowa] Positive changes, too, are taking place in 
our economic life. 


[Mizielenska] Barely three years ago, when we had 
offered our systems, we had to attend to a thorough 
training of the customers. Nowadays Polish bid ques- 
tions are technically very well drafted. This facilitates 
Our Operations, because it shortens by two-thirds the 
time needed to train customers in the use of these 
systems. It can be seen perfectly well that Polish experts 
are learning rapidly. They complement their knowledge 
by availing themselves of foreign professional studies, 
documentation, and blueprint descriptions. 


[Mleczkowa] You are barely 27 years old but already in 
possession of much professional experience. What was 
the principal cause of your success? What advice would 
you offer to people of your age who make their first steps 
in business? 


[Mizielenska] Above all, they should focus on education, 
on familiarity with foreign languages, because sooner or 
later this will be noticed, appreciated, and rewarded in 
the future. 


Lewandowski Comments on Privatization Criticism 


93EP00214 Warsaw RZECZPOSPOLITA in Polish 
30 Sep 92 pl 


[Interview with Janusz Lewandowski, minister of own- 
ership transformations, by Mariusz Pawlowski, place 
and date not given: ‘The Privatization Schizophrenia’’] 


[Text] [Pawlowski] You survived by a bare majority the 
parliamentary vote on the draft resolution recalling the 
minister of ownership transformations. What does that 
imply? 


[Lewandowski] The parliamentary vote had actually a 
twofold aim: for or against the government and privati- 
zation. Both the government and privatization just 
barely won it. It should be viewed as a warning and a 
signal of weak support in the Sejm. Privatization is 
causing discontent, which, however, is due to misunder- 
standing the whole of this process, its methods so far, or 
to a general negation of its underlying idea. It is most 
difficult to argue with those who criticize the methods 
because, while confining themselves to pointiang fingers 
at our mistakes, they have nothing better to propose in 
the realm of ideas than “changing the philosophy.” 


I do not feel particularly strengthened by the voting; 
rather, I feel like I am simply being kept alive. | am 
aware that we shall have to parry more attacks in the 
future because privatization is a sensitive issue on which 
the government is most vulnerable. This controversial 
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process may be portrayed as becoming still more ambiv- 
alent and even giving rise to apprehensions. Side by side 
with the farm policy, privatization offers, unfortunately, 
the most convenient room for political games. 


[Pawlowski] The mass privatization project is the target 
of sharp parliamentary criticism. What is its most sensi- 
tive aspect, whose modification might destroy the whole 
idea? 


[Lewandowski] If, owing to its mistrust of foreign 
experts, the Sejm will impair the credibility of the 
investment funds [National Investment Funds, an 
instrument for mass privatization], that will automati- 
cally deprive them of the potential for restructuring 
Polish industry or weaken the basic purpose of the mass 
privatization program, which provides for mechanisms 
transferring control of Polish industry to Polish institu- 
tions. We are involving Western experts in the privati- 
zation process solely with the object of obtaining top- 
quality advice about restructuring, without thereby 
transferring our assets to those experts. And it is 
obtaining that advice that, in its turn, is a precondition 
for providing the public with genuine securities. Any 
transfer of ownership rights by passive financial institu- 
tions lacking access to modern economic thought would 
merely mean distributing the risks among a larger 
number of people, instead of becoming an economic 
stimulus. 


[Pawlowski] But should that happen, might it not 
adversely affect other forms of privatization? 


[Lewandowski] The entire privatization is a system of 
linked vessels. In general, at present it can be divided 
into three elements: the methods used so far, which are 
being continually refined; the Pact on the [State] Enter- 
prise; and mass privatization. The first method, which 
represents a treasure trove of our knowledge of privati- 
zation, is being modified so as to maximize the protec- 
tion of employees and enterprises. In violation of trade 
secrets, we are inviting trade unions and the manage- 
ment of companies and keeping them posted about the 
results of negotiations for the sale of enterprises. That is 
producing positive effects but verging at the limit of 
admissibility from the standpoint of any buyer of enter- 
prises. 


I believe the ministry’s approach will be justified by 
facts, as, for example, at Swierc, where there was an 
outbreak of unrest due to the departure of skilled per- 
sonnel because earnings at the privatized Kwidzyn plant 
had soared so that it became an unusually attractive 
workplace to enterprising skilled personnel. 


As for the Pact on the State Enterprise, we view it as an 
opportunity for releasing the initiative of the work forces 
and satisfying their hunger for ownership. The scale of 
this pact is still unknown, as is the extent to which it will 
affect the existing privatization procedure. Last, as for 
mass privatization, it represents an attempt to extend 
share ownership to the public—more even, to people 
who have money—instead of confining it to the work 
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forces. Please note that abandoning mass privatization 
would imbue the other privatization methods with an 
elitist character. 


[Pawlowski] The principal accusation against mass 
priv «tion is the seeming nature of the mass owner- 
ship of Uhares. So, then, will it produce the same effect? 


[Lewandowski] That is an unjust accusation. The pro- 
gram provides for direct and, therefore, secure, mass 
ownership. Only under the Polish program, however, 
will the public receive share certificates that represent 
securities, whereas under counterpart programs being 
implemented in other East European countries, the 
public in those countries receives kind of share prepay- 
ments that can result in share ownership, though not 
necessarily will do so. I think our mass privatization 
program is more indirect but ultimately safer. 


A similar procedure is followed throughout the world, 
with a few individuals and companies being direct 
shareowners, while the majority own shares in all kinds 
of investment funds, and the only decisions left to them 
are whether to buy or sell. To anticipate your next 
question, if Poles sell off too rapidly the securities 
distributed to them under the mass privatization pro- 
gram, they will do so at their own wish. In any case, no 
one has to be sentenced to lifelong ownership. 


[Pawlowski] To the work forces, the most convincing 
method of privatization is “leasing.” At the same time, 
the prevailing opinion is that your ministry is opposed to 
this method. 


[Lewandowski] We view “leasing” as an interesting 
patent for creating capitalism, with a so-called pit stop 
for ownership. It consists in the gradual buying up, with 
the participation of the employees, of shares in the 
enterprise in which they work. However, this privileged 
form of privatization has only as much economic sense 
to the extent it generates healthy mechanisms. For here it 
is not ownership itself that is the object but ownership in 
a prospering enterprise—and that precisely is not guar- 
anteed by “leasing.” That is why we are thoroughly 
analyzing the related recommendations and investi- 
gating the possibilities for interest payments and profits. 
In principle, this is where we stop: If we conclude that 
the company will meet its obligations, we assent to 
leasing. Experience shows that the more fragmented the 
ownership structure is, the lower the chances of success. 
If a company is formed by a group of several hundred 
impecunious partners, negotiations with it have a much 
lower chance of succeeding than with the same group if 
supported by one or two big investors contributing 
billions of zlotys. Such an unequal distribution of own- 
ership protects the smaller shareholders. This is unpop- 
ular but economically correct. 


[Pawlowski] The criticisms of the Ministry of Ownership 
Transformations by the public, the parliament, and the 
mass media are bound to influence how Poland is 
perceived by potential foreign investors. Is this con- 
firmed by your experience? 
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[Lewandowski] The problem is more complex. On the 
one hand, the credibility of Poland is rising because it 
has a government that is serious about the reforms and 
resists unjustified public demands. This growing credit 
of confidence should be reflected in measurable deci- 
sions of the International Monetary Fund and the Euro- 
pean Communities. In this sense, we look good com- 
pared with the other countries of the former Soviet bloc. 


But, on the other hand, we are a country that repels 
foreign investors, owing to our historically warranted 
extensive unionization of labor and a somewhat unreal- 
istic view of the world. Being aware of this, we are trying 
on behalf of the trade unions to negotiate with investors 
social protection packages in order to avoid irritating the 
public. We are hobbling the investors with contract 
Clauses, and they, in return, try to get even by bargaining 
down the prices of factories. Hence, a plant purchased 
with complete right of ownership is worth more than a 
plant with a strong trade union. That is not how business 
is done in Germany, in Hungary, or even in Czecho- 
Slovakia, where the rules of privatization are more 
merciless toward the work force. Over us hangs the 
odium of strikes and protests, and this des not enhance 
Poland’s attractiveness. 


[Pawlowski] Would the absence of restraints by public 
Opinion, government directives, or the Budget Law serve 
to improve the results of privatization? 


[Lewandowski] The Budget Law is a mobilizing factor— 
of course, if it is a real point of reference. In 1991, the 
crediting of 15 trillion zlotys in receipts from privatiza- 
tion to the state budget was fiction. This year’s budget 
plan had a chance of succeeding had it not been for the 
stagnation during the first half of the year. Within the 
next few days, the real costs of the suspension of priva- 
tization will become tangible, and then, perhaps, we shall 
better understand the importance of time and the spe- 
cific nature of protecting the interests of the State 
Treasury, as understood not formalistically but in terms 
of the free market. 


We cannot relinquish budgetary funds in the face of the 
crisis of public finance to the same extent as the relin- 
quishing of social services and of subsidies to the enter- 
prises plunged in the recession. At present, we are 
reviewing all of the sectors in search of ways to improve 
them. In the very near future, I intend to discuss with 
Minister Jankowski the tobacco industry because of its 
considerable latent potential. 


[Pawlowski] In other words, it is time for another game 
of chess. The concept of “game” is to you a favorite way 
of expressing the nature of the activities of the Ministry 
of Ownership Transformations. But the object of this 
game is public wealth. 


[Lewandowski] But that is not a frivolous game, contrary 
to what my opponents argue. Every transaction is pre- 
ceded by a thorough analysis. The art consists in recon- 
ciling the contradictions between the purposes and func- 
tions ascribed to privatization. Nowhere is it said clearly 
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whether the point is to merely enhance budgetary 
receipts or to strengthen the enterprises; whether the 
enterprises should be privatized cheaply and rapidly or 
optimal solutions should be explored; whether expertise 
should be compared and the range of owners broadened, 
or capital should be concentrated. Nothing of this is a 
writ of law. Hence, the attendant political aspect, which 
I determine together with my associates, and such a 
formal solution promotes the suspicion that the atten- 
dant decisions are arbitrary. 


[Pawlowski] What then is the relationship between the 
ministry's internal policy and the government's policy, 
and who should be criticized for mistaken solutions? 


[Lewandowski] That issue is rarely raised, but it has 
become spotlighted by the debate on mass privatization. 
Most of the discussants have been accusing me person- 
ally of infamous intentions concerning privatization, 
forgetting that the program was adopted by the entire 
government and the Economic Committee of the 
Council of Ministers, and that it is under the aegis of the 
deputy prime minister for the economy. Incidentally, 
that was precisely how attacks by ZChN [Christian- 
National Union] deputies had been aimed against their 
fellow ZChN deputy—Deputy Prime Minister Gorysze- 
wski. 


Basically, nearly every economic maneuver is deter- 
mined and sanctioned by the Sejm. Its legislation in the 
form of the Budget Law prescribes the obligations that 
force the government to find the needed funds, but it 
also indirectly points to their sources because, if receipts 
from privatization are estimated in trillions of zlotys, no 
one who is of sound mind can really believe they can be 
collected from Polish citizens. The alternative is foreign 
capital, for pursuing which we have already been repeat- 
edly criticized. 


Thus, there is an element of schizophrenia here, and it 
can only be hoped that the Pact on the State Enterprise 
and the rules of mass privatization, as approved by the 
entire Cabinet and implemented under a law established 
by the Sejm, will bring a little peace and harmony. 


Country’s Economic Standing in Visegrad Group 


93EP0031A Warsaw GAZETA WYBORCZA in Polish 
13 Oct 92 p 18 


[Article by (dz): ““The Equation and the Triangle’’] 


[Text] In Poland the growth rate of output is the highest, 
in Czechoslovakia the inflation rate continues to be the 
lowest, but in Hungary the per capita national income is 
the highest, according to the latest bulletin of the statis- 
tical offices of Poland, Czechoslovakia, and Hungary. 


The changes in each of these country proceed at a 
different pace, although in the same direction. The 
differences ensue from differing starting levels, e.g., the 
absence of foreign indebtedness and inflation in commu- 
nist-era Czechoslovakia and the relatively high degree of 
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advancement of reforms in Hungary. Similarly, the level 
of living standards and national income differs in those 
countries. It used to be the highest in Czechoslovakia 
and the lowest in Poland. In the last two years, however, 
so-called gross domestic product per capita has been the 
highest in Hungary ($2,974 in 1991), while it was almost 
the same in Czechoslovakia and Poland ($2,128 in 
Czechoslovakia and $2,040 in Poland). In all three 
countries national income declined in 1991, by about 7 
percent in Poland, 15 percent in Czechoslovakia, and 
more than 10 percent in Hungary. 


Output 


In the first half of this year the growth rate of output was 
the highest in Poland: since April it has been rising with 
each month compared with in a like period last year. 
After the first half of the year output lagged 3 percent 
behind a like period in 1991, but after nine months it 
lagged behind only 0.8 percent, which means that by year 
end it will reach the same level as last year, or perhaps 
even a higher one. In Hungary and Czechoslovakia 
Output has continued to decline, and for Hungary after 
the first half of the year it was 16.6 percent lower than in 
a like period last year, while for Czechoslovakia it was 21 
percent lower. However, the bulletin also makes compar- 
isons with an earlier period: Compared with 1985 indus- 
trial output in Czechoslovakia and Poland declined by 
nearly 30 percent, and in Hungary by as much as 36 
percent. It should be borne in mind, though, that in those 
times a lot of the products manufactured, such as 
weapons and obsolete investment goods, was dispens- 
able and rather a burden than a source of income to these 
countries. 


Unemployment 


But also in those times the bloated and costly industry 
provided jobs, whereas nowadays all three countries 
suffer unemployment, which is the highest in Poland— 
12.6 percent in June, followed by 10.1 percent in Hun- 
gary and 5.5 percent in Czechoslovakia (a 1|-percent 
decline compared with the first quarter of 1992). 


Wages 


Wages are hard to compare, because, e.g., in Czechoslo- 
vakia two different dollar rates of exchange, commercial 
and tourist, still apply. If calculated in terms of the 
tourist dollar rate, which appears somewhat more real- 
istic the average wage in the manufacturing sector in that 
country turns out to be the lowest—$150 monthly (in 
terms of the commercial rate for the dollar it would reach 
$250 monthly). In Poland it was in June about $200 and 
in Hungary about $250, monthly. 


Inflation 


It is still the highest in Poland, having reached 40.9 
percent over the first half of the year, followed by 24.2 
percent for Hungary and 11.3 percent for Czechoslo- 
vakia. In all three countries food prices have been 
climbing at a slower rate than the prices of industrial 
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goods and services. That is certain to change owing to the 
drought, which has affected all three countries equally. 


Despite the inflation and low earnings, personal savings 
have not been too badly affected. Savings deposits per 
Pole (from infant to pensioner) averaged 1.5 times the 
monthly wage; in Hungary, nearly three times the 
monthly wage; and in Czechoslovakia, nearly five times. 


Structure of Enterprises 


The structure of industry in the countries of the Triangle 
is slowly changing. The share of metal and electrical 
machinery industries is declining while food processing 
and pulp and paper industry are growing. Modes of 
ownership also are changing. In Czechoslovakia most of 
the boom in private enterprise is probably over by now: 
last year the number of private businesses nearly dou- 
bled, while during the first six months of this year it 
increased by only one-fifth. Last year was also better as 
regards the influx of foreign companies. In Hungary the 
increase in such companies exceeded 25 percent, 
although some of them were formed from breakups of 
old ones. In both countries trade in real estate burgeoned 
to an incredible extent: in Czechoslovakia more one-fifth 
of all businesses, that is more than those engaging in 
retail and wholesale trade and construction, engage in 
real estate trading; in Hungary commerce still leads, but 
real estate trading is catching up with it. Here in Poland 
we do not keep such statistics. However, the number of 
enterprises with foreign capital in this country has 
increased by nearly 30 percent (to a total of 532), and we 
had 51,000 private joint stock companies, or 6,000 more 
than last December, with commercial companies 
increasing the most in numbers. In addition, there are 
now 100,000 more small businesses managed by so- 
called physical individuals than there were at the end of 
1991, mostly in retail and construction. 


Trade Balance 


For all three countries the balance of trade in mid-1992 
was positive, with Czechoslovakia leading, although its 
exports dropped by 2 percent and imports increased. In 
Hungary, conversely, exports increased by 10 percent 
and imports decreased. Czechoslovakia is of a certainty 
helped by the tourist trade: last year it had nearly twice 
as many foreign visitors as Hungary and Poland. How- 
ever, the average tourist spent 2.5 days in Czechoslo- 
vakia, compared with five in Hungary and nearly two in 
Poland. Czechoslovakia had the most hotel rooms 
(90,000), while Poland and Hungary, a country only 
one-fourth as large as Poland, had each an equal number 
of hotel rooms, 50,000. 


Supreme Chamber of Control Not Political Tool 


93EP0040A Warsaw TYGODNIK SOLIDARNOSC 
in Polish No 42, 16 Oct 92 pp 1, 4 


[Interview with Lech Kaczynski, chairman of the 
Supreme Chamber of Control, by Joanna Lichocka; 
place and date not given: ““Excesses Have Crept In’ 
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[Excerpt] [Lichocka] You assumed the position of 
chairman of the Supreme Chamber of Control [NIK] 
following the tragic and not fully explained death of 
Chairman Panko. When you took this position, did you 
not tremble with anxiety? 


[Kaczynski] No, I do not have that kind of imagination. 
While it is true that I still question the circumstances of 
Professor Panko’s death, there are many indications that 
it was an accidental death, like many on our roads. 


[Lichocka] In what state did you find the NIK? 


[Kaczynski] The reforms were in their preliminary 
phase. The initial changes were made with the chairman- 
ship of Professor Panko and later, when Piotr Kownacki 
was chairman. Before I took the position, the Legal 
Department had already been created at the NIK. But it 
is hard to believe that there was no Legal Department for 
years. More radical changes took place during the last 
half year, although—I emphasize—I did not conduct a 
cadre revolution at the central headquarters. However, I 
did reorganize the sphere of extra-budgetary control, i.e., 
all those departments which control the economy. | 
made major personnel changes in the delegacies, 
although it is not easy to find candidates for new 
directors. 


[Lichocka] Are there no people who are willing to work 
in the NIK? 


[Kaczynski] The position of delegacy director is a high 
state position. The delegacy encompasses the area of the 
former voivodship. One must be properly predisposed, 
he must have specific qualifications and not so much the 
— ties as the lack of ties. Such people are hard to 
ind... 


[Lichocka] For the first several months that you held 
office, almost nothing was known about the activities of 
the NIK. Was there a conscious effort to hide the NIK’s 
activities, or was nothing happening? 


[Kaczynski] To a great extent there was a conscious 
effort to avoid publicity. At that time we were making 
Organizational changes in the NIK. In addition, that was 
a period of especially strong pressure from public 
opinion for the NIK to publicize all scandals. I knew that 
that was not feasible before the election of the presi- 
dent.... But we did do something at that time. The NIK 
sent the results of its controls to the government, to the 
Sejm and to the Belvedere. We sent report after report. 


[Lichocka] Then how do you account for the fact that in 
general nothing was said about the fact that neither the 
Sejm nor the government dealt with this? 


[Kaczynski] The reports about hidden irregularities dis- 
played no evidence of anything much that would move 
public or parliamentary opinion. On the other hand, 
however, I cannot understand that very well. For 
example, the matter of customs storage houses is, in my 
Opinion, a most perturbing issue. And although we sent 
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materials concerning excesses in such houses, somehow 
nobody got interested in the issue any further... [passage 
omitted] 


[Lichocka] On 6 August, the NIK called a press confer- 
ence at which the public was informed about the results 
of the controls. The controls showed that the state budget 
had lost trillions of zlotys.... Why were these matters 
presented so late? In accumulating so many facts con- 
cerning the excesses, the waste and the incompetence of 
our decisionmakers did you intend to present a situation 
of the total collapse of the Polish economy? 


[Kaczynski] I had one intent: to show that the NIK was 
at work. And we selected the time of the Seym’s vacation 
so that no one could say that we wanted to use the results 
of the control in a political battle. We took care to ensure 
that materials were not selected according to some sort 
of—let us call it—political thrust. Had we selected them 
on that basis, we could have presented significantly more 
interesting control results... We concentrated on showing 
a definite irregular situation and not on exposing indi- 
vidual scandals. 


[Lichocka] But you did expose several of them: the 
scandal surrounding the customs storage houses, the 
Biston and Roltex scandals and, finally, the report on 
bank activity.... 


[Kaczynski] I do not doubt that we uncovered examples 
of excesses in banks. But something else is much, much 
more essential. The control of the banking system 
showed up many faulty, even pathological mechanisms 
of bank operation—that was its real success. As a side- 
note it should be said that not every evil is a crime, and 
so in the Biston case, obvious mistakes and curious 
decisions were certainly not criminal. 


{Lichocka] But in the NIK reports, responsibility for the 
sale of plants conducted in this way falls upon the 
employees of the ministry. To what extent was this due 
to the incompetence of officials and to what extent was it 
conscious action? 


[Kaczynski] I do not know the conscience of the people 
responsible for the sale of Biston and Roltex. | cannot 
say why that happened, since we never had any experi- 
ence in privatization before this, and I cannot say 
whether someone got involved in the deal for his own 
personal advantage. 


[Lichocka] Then in light of the NIK reports is there no 
proof that the activity of any of the ministry employees 
had the character of conscious activities harmful to the 
state? 


[Kaczynski] What do you mean? In the report on 60 
companies of the state treasury, which we shall soon 
publish, I think there is one case in which we could speak 
of conscious ill will. In the others I can only suspect ill 
will. Often a pictured situation shows that criminal 
activity was likely. But we are not in a position to prove 
this. That is a task for the prosecutor and the police. 
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[Lichocka] Please list the biggest scandals, in your 
Opinion, uncovered by the NIK recently. 


[Kaczynski] The biggest one was the scandal associated 
with the operation of customs storage houses. The next 
one, which is less spoken of now, was the so-called transit 
scandal. These scandals were clearly the largest-scale 
scandals. 


The most recent, as yet unfinished, controls will yield up 
the next cases, but for the benefit of NIK activities I 
cannot expose the details... 


Very often we deal with a situation where it is not known 
how much may be said in general about the scandal. In 
such cases we are confronted with something I call ‘the 
mechanism of successive loopholes in the law.”’ The 
import of fuels (or more precisely, a part of this import) 
is such a model mechanism, for in this field criminal 
activities have also occurred, and on a large scale. But 
when one loophole is closed up, another one is created 
and so on and so forth. Unfortunately, taking advantage 
of a loophole in the law is not a crime... 


[Lichocka] And is creating them a crime? 


[Kaczynski] We can never be 100-percent sure whether 
they were created purposely or whether they emanate 
from a lack of experience. It is also difficult to prove 
whether delays in given normative documents are acci- 
dental or a conscious action so that someone can make 
big money. 


[Lichocka] Based on the NIK controls, can you give the 
amount of losses to the state budget? Are they in the 
trillions or billions? 


[Kaczynski] The losses are inconceivable in the customs 
storage house cases alone! And in cases related to priva- 
tization there is simply no criterion. Until the principles 
guiding the privatization of enterprises are established, 
we are not in a position to specify probable losses. Today 
we can speak of the state’s losses only when someone has 
appeared who wanted to pay more for a given plant and 
was not permitted... At present we are studying several 
such cases and in one I am certain that this happened. 


[Lichocka] In the eyes of public opinion, the Polish 
economy is a picture of corruption and Mafia ties. In 
your opinion, to what extent is this a true picture? Some 
political groups, on the other hand, claim that there is no 
reason to think of the economy as uniquely bad, that 
excesses occur everywhere... 


[Kaczynski] It is true that such a picture of the economy 
does exist in society. And in the light of substantive NIK 
reports, it is hard to deny that excesses, corruption and 
Mafia ties do not exist in our economy. But the NIK 
results show this only indirectly. And anyone who says 
that the only cure-all for this situation is to be quiet 
about it because when a system is changed such an 
assessment cannot be helped is in error. Pathological 
phenomena existed, exist and will exist, and in the 
present situation, which favors them, it is necessary 
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simply to fight them vigorously, being aware that this 
battle will never end in a total victory. 


{Lichocka] Does it not seem to you that NIK controls are 
one entity and government are another? Minister Lewan- 
dowski was not recalled and the Bielecki government 
was granted an absolutorium. And it is a secret to no one 
that the NIK reports contained many reservations 
regarding the activities of this government. Perhaps you 
are no longer needed by anyone. 


[Kaczynski] The violent attack of a part of the press 
representing the viewpoint given above, which had the 
purpose of creating doubts about the results of NIK 
controls and about the wisdom of my directing this 
institution showed that the reports are playing their role. 
And it is very harmful to society that, for example, that 
they tried to treat the report on the Ministry of Privati- 
zation as an attempt to oppose the privatization process. 
That is moral excess and the creation of a protective 
umbrella for harmful economic phenomena. | favor not 
only the continuation of privatization processes, but also 
their acceleration. But they should not be accelerated in 
such a way as the politicians from certain political 
groupings propose. (Roughly speaking, their method 
boils down to the following statement: ‘We are carrying 
out a difficult process; economic excesses and crimes 
must be factored into their price, for that it how capi- 
talism was born all over the world.” 


I am adamantly opposed to thinking of this sort. That 
road leads simply to Latin American capitalism and it 
also contains elements which have a purely postsocialist 
character. We can already see this situation in certain 
lands of the former Soviet Union where mafia contracts 
rule. 


[Lichocka] In the opinion of many people, the position 
of NIK chairman held by you is a political position. The 
August press conference at the NIK is considered to be 
an attempt to do damage to the Suchocka government... 


[Kaczynski] Talk is cheap. I am used to the various 
incredible opinions about me. When we organized the 
conference, the Suchocka government had been in exist- 
ence only for several weeks. In no way could that 
government be responsible for the excesses described in 
the NIK report made then. 


The results of our control were presented in such a way 
so that charges of attacks on the government or on some 
political option could not be borne out. I am well aware 
that the facts from the report, which was over 1,5/U 
pages long, could have been regarded tendentiously. And 
if one looks at the first version of my last report on NIK 
activity and compares it with the version I delivered, it 
turns out that the latter is very much moderated— 
precisely in favor of those who governed the state at that 
time. 


I believe that it is necessary to create such a system of 
control in which the NIK will not be able to be a tool of 
political struggle. That does not mean that the true 
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picture of reality should not be presented. Why, we do 
not tell the whole truth; we do not have that possibility. 
However, to the extent that we can do it, we shall present 
the whole truth even if it has the effect of creating an 
uproar. 


[Lichocka] What is the next chapter of the results of your 
controls? You once said that they are not taken very 
seriously by the prosecutor. 


[Kaczynski] Unfortunately, many of our reports of 
crimes end either in a lack of a decision on the nature of 
the crime, a conditional discontinuance or a discontinu- 
ance due to negligible harm to society from the action. 
There where our assessments clearly say that a crime has 
been committed, the public prosecutor’s office has a 
different opinion. Of course, that office has the right to 
have a different opinion, but that arouses our suspicions. 
Our purpose is not to return to the practices of the early 
1960’s when Draconian measures were in effect for 
economic crimes, including the death penalty. But 
today’s almost extreme impunity is very dangerous for 
the state. 


[Lichocka] Would it not be good to have a Supreme 
Chamber of Control within the prosecutor’s office? 


[Kaczynski] That is such a delicate issue. Formally, when 
the prosecutor’s office became included in the state 
administration, it was not taken out from under the 
control of the NIK. But that is a difficult problem to be 
dealt with by the Ministry of Justice. In any case, we are 
considering it. 


[Lichocka] How does the cooperation of the NIK with 
the current government shape up? 


[Kaczynski] I cannot say that it shapes up well. I perform 
all my duties and I send all materials to the prime 
minister. But, contrary to the law on the NIK, I was not 
invited to the last government meeting. 


[Lichocka] Is that a prelude to an open battle between 
the government and the NIK? 


[Kaczynski] I do not intend that, but a fact is a fact. 


{[Lichocka] And how is cooperation with the pres‘dent 
shaping up? He is not terribly fond of the Kaczynski 
brothers... 


[Kaczynski] I send materials from NIK controls to the 
president, as I do to the premier and the Sejm marshal. 


[Lichocka] Do you get any reactions from the Belveder, 
for example, thanks for reports on a given scandal? 


[Kaczynski] Once I received a reply from one of the 
ministers of the President’s Chancellery thanking me for 
a report on...academic affairs. 


[Lichocka] When may we expect the next strike of the 
NIK? 
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[Kaczynski] We are planning three or four press confer- 
ences a year. 


{Lichocka] And will each one be as full of information 
about economic aciivities and gaps through which tril- 
lions of zlotys flow? 


[Kaczynski] Until the situation changes we may presume 
that these reports will have this character. We already 
organized one conference and the next will be soon... 


[Lichocka] In today’s times, when quite sudden per- 
sonnel changes are the order of the day, when, for 
example, Minister Rokita has already let go approxi- 
mately 30 deputy ministers, do you not fear for your 
position? 


[Kaczynski] I am not subject to Minister Rokita, and if I 
were, I would be fired immediately... 


Observations, Survey of Banks Released 


93EPO0038C Warsaw RZECZPOSPOLITA 
(ECONOMY AND MARKET supplement) in Polish 
6 Oct 92 pl 


[Article by P.A.: “Lack of Demand for Loans: Why 
Banks Have Unused Funds”’} 


[Text] On Tuesday in Stara Wies, there will be a seminar 
on monetary policy and the banking system organized by 
the National Bank of Poland, Warsaw University, and 
the Main School of Commerce. Both theoretical econo- 
mists and practitioners (bank presidents, representatives 
of the government administration) will also participate 
in the conference. Of the dozen or so papers, Piotr 
Boguszewski’s which analyzes and evaluates the 
behavior of banks, deserves particular attention. It uses 
survey data from 69 banks from the middle of 1992. 


Among the author’s many observations and conclusions, 
we list a few: 


¢ Short-term loans for nonfinancial objects (the economy, 
people) were 37 percent of all loans in June 1992, while 
in July 1991, they were 47 percent. This is a favorable 
trend; however, the situation is very complex. Of the 
banks, 86 percent claims that in the area of new loans 
short-term loans dominate. On the other hand, small 
banks admit that short-term loans sometimes serve to 
finance long-term ventures. The surveys confirm the 
claim that the private sector has shown limited interest 
in investment activity and long-term loans. Characteris- 
tically, however, bad loans appear much more frequently 
among short-term loans than long-term loans. Probably, 
in the case of the latter, the banks make a greater effort to 
know the client; perhaps also more serious borrowers 
seek such loans. 

¢ The rate of return from long-term ventures loses out 
to the interest rate. However, not only that is impor- 
tant. The poor prospects for achieving long-term 
profits are impaired by the lack of stability in the 
economic and social system. Fear 1s expressed by both 
potential borrowers and by some banks. 











JPRS-EER-92-159 
17 November 1992 


¢ The relatively high differential between interest on 
deposits and on loans contributes to the generation of 
a “shadow” from the official banking system, the 
so-called “‘banks with a suitcase,” which have lower 
costs and are satisfied with a lower spread, or the 
difference between the interest on deposits and on 
loans. The second cause for the development of a 
“grey” banking system is the lack of institutions 
specializing in providing so-called venture capital. 

¢ The analysis shows that in the official banking system, 
it is impossible to receive a loan if the venture shows 
an expected high rate of income, but the investor does 
not have sufficiently large reserves. Barely 17 percent 
of the banks mentions the discounted stream of 
expected income from the venture as the main criteria 
for providing a loan, for the majority a reserve and 
knowledge of the client is more important. 

¢ Two-thirds of the large banks, but only one-third of 
the smaller ones, noted difficulties in enforcing pay- 
ments. That is not just a result of the inherited loan 
portfolio, but also of the time enforcement procedures 
take, which take longer in the case of large banks and 
are less effective. The smaller banks and quasi-bank 
institutions can require a smaller reserve; they, how- 
ever, use “inelegant,”’ but effective enforcement 
methods. 

¢ The proportion of business done by small banks in the 
credit markets is increasing; they deal primarily in 
financing private businesses, and the amount loaned 
to the private sector by small banks in 1992 exceeded 
the sum of loans from large banks. 

¢ The percentage of banks with assets strongly troubled 
by payment problems in a so-called irregular situa- 
tion, are similar in the groups of large and small banks 
(one-sixth to one-seventh of the banks); however, only 
some of the very smallest banks are in a dramatically 
difficult condition. 

e The survey attempted to evaluate the influence of 
some of the macro-economic parameters on the level 
of risk of loan activities. Banks think that the reces- 
sion and the unpredictable interest rates have the 
greatest influence. But changes in the tax system were 
given a high position, while changes in the exchange 
rate and changes in interest-rate policy were placed 
somewhat lower. 

¢ Two-thirds of the banks have a surplus of resources 
for loans, although they are greater in larger than in 
smaller banks. The chief cause is the lack of demand 
for loans by creditworthy borrowers (so say 57 percent 
of the banks), and not the high interest rate. Nearly 
three-quarters of the banks think that demand cannot 
be increased by reducing the interest rate; the others 
are of the opposite opinion, but they also add that the 
reduction in the interest rate would have be very 
great. 


Marian Rajczyk, who is president of one of the largest 
banks (Bank Slaski), provides a number of different 
conclusions in his paper. He says, among other thinkg, 
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that the results of the policy of the Central Bank during 
the last three years have been: 


¢ The loan limits prevent state banks from meeting the 
needs of potential borrowers. 

¢ The high compulsory reserve requirements estab- 
lished by the central bank increase the cost of 
attracting deposits and lead to high interest rates for 
loans. The bank’s clients cover that cost. In essence, 
the compulsory reserves have served to transfer a part 
of the potential income of the commercial banks to 
the central bank. 

¢ Limiting the loan assets causes the banks to imple- 
ment the principle of “better a small unit profit and 
greater turnover, than the reverse.” 


Wladyslaw Leopold Jaworski’s paper contains one con- 
clusion worth noting. “A powerful cartel of state banks 
under the Ministry of Finance has been formed, and they 
provide 70-80 percent of all loans, and they are managed 
in a centralized manner by the appropriate hierarchy in 
the Ministry of Finance, a provision unknown in any 
market economy.” Numerous provisions limiting com- 
petition have been introduced. The Central Bank has 
been deprived of independent influence over the 
banking system. 


Alternatives to Formal Banking System Described 
93P20045A 


{Article by Janusz Zareba: “Behind One’s Back’’] 


[Editorial Report] Warsaw GAZETA WYBORCZA in 
Polish on | November on page 16 carries a 1,100-word 
article on alternative means to acquire loans and make 
investments. The article describes four options the Poles 
are exploring that do not involve banks. The reasons for 
avoiding banks range from a general discontent with 
them to an opportunity to take advantage of services not 
provided by banks. 


The first option described involves investing in foreign 
currency exchange. Large private trading firms have 
taken over the running of this alternative, due to their 
“need for large amounts of capital.”” They place ads in 
newspapers announcing their services and accept 
deposits at good rates for at least three months. Private 
citizens invest from a “few hundred to a few thousand 
dollars, usually only for the quarter, with the option of 
extending it later.” The clients are composed of ‘young 
people preparing to establish a business.”’ Also, some of 
the clients are “elderly citizens who have lost their faith 
in the banks.” 


The second option described in the article concerns 
collateral loans. This service is provided by “pawn 
shops” [/ombardy], which, in the past, were not inter- 
ested in ‘servicing private business.’’ For the time being, 
the people making use of this service are small business 
owners, who need loans for production and trade costs. 
One owner of a Krakow pawn shop estimated that ‘*60- 
80 percent of his clients are of this type.”’ The loans are 
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usually made on a one-month basis, with “jewelry, 
electronic equipment, automobiles, and even real estate 
acting as collateral.” In Krakow, a new Austrian firm 
named “Vindobona” has begun operating in this 
manner, using art objects and antiques as collateral. 
Because of the nature of their collateral requirements, 
the number of clients they are attracting is “limited.” 


The third option that is available in bypassing banks is 
called “financial services.” Specialized private agencies 
“cater to those who want to invest their money in more 
profitable places rather than in banks, and to those 
seeking a quick profit.” The agreement between client 
and agent has to last from three to 12 months, usually 
averaging six months. Any collateral used has to be 
worth at least twice as much as the loan. Most of these 
firms are located in Warsaw, and the number has now 
reached 40. 


The fourth option described in the article is calied 
“invisibles.” This form of investment is the most unpal- 
pable, due to its unregistered nature. The article states 
that one can find such information in newspaper ads 
asking for investors to provide large sums of dollars in 
return for high interest or vice versa. These agreements 
are verbal and take place in front of witnesses. 


Possible Fuel Price Increase Foreseen 


93EP0031D Warsaw RZECZPOSPOLITA in Polish 
2 Oct 92 pl 


[Article by A.W.: “Sales Tax Increase: Will Gasoline 
Soon Cost More?”’} 


[Text] The Ministry of Finance acknowledged last 
Thursday the possibility of fuel price increases. 
According to the ministry’s Press Spokesman Andrzej 
Moroz, the price increases may average 300-400 zlotys 
[Z], but the date on which they will be announced is as 
yet unknown. At the same time, the spokesman denied 
rumors that the planned increases would be of the order 
of 20 percent, and he also denied that gasoline is going to 
cost very soon approximate Z8,000-9,000 a liter. 


According to the Ministry of Finance, the increases were 
envisaged in the Budget Law and are consonant with the 
planned timetable. The ministry has just prepared a new 
schedule of sales tax rates on imported fuels. 


RZECZPOSPOLITA has learned that the new rates 
already are printed in DZIENNIK USTAW No. 73 and 
are to take effect on Sunday 4 October. The increase in 
the sales tax rates is not, to be sure, tantamount to an 
increase in the price of the final product, namely, gaso- 
line and oil, but that makes it highly probable, especially 
in the case of products offered by private fuel importers. 
Thus a change in the retail price of gasoline is to be 
expected as early as on Monday or Tuesday. 


The new tax table specifies that the sales tax on motor 
fuels and basic gasolines (with the exception of aviation 
gasolines) will increase by 10 points to 155 percent of the 
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dutiable value of the merchandise plus the customs duty. 
The tax rate must be a minimum of Z5.8 million per 
metric ton of fuel. The new regulations also introduce a 
tax rate of 150 percent or a minimum of Z5.6 million per 
metric ton for lead-free gasoline. A much higher tax 
increase will apply to diesel fuels—by 23 points to a level 
of 70 percent, thus resulting in Z2.6 million per metric 
tons as the minimum tax (an increase of Z1 million). 


As for the sales tax rates on imported fuels this year— 
percentage of dutiable value plus duty—they have been 
printed in Issues No. 32, 49, and 56, as well as in the 
present issue No. 73 (of | October) of DZIENNIK 
USTAW. 


The change in sales tax rates will affect most adversely 
private importers, to whom the tax is a direct component 
of the sales price of fuel. It will affect less adversely the 
principal gasoline distributor in this country, the CPN 
[Petroleum Products Center], because it buys fuels 
chiefly from Polish producers (mainly at the Plock 
Refinery). 


To producers the ratio of sales tax to value of output is 
an important factor, which basically influences the prices 
of gasolines and diesel fuel. It is worth noting that the 
prices of domestically produced fuels can also rise once 
the tax on imports of crude petroleum is raised. The 
Ministry of Finance is not, however, mentioning any 
taxes on domestic output or on the imports of crude 
petroleum. 


Thus, fuel prices at the CPN should not undergo drastic 
changes. The costs of purchases at Polish refineries 
remain—at least at the time this article is being writ- 
ten—unchanged, and the same applies to the profit 
margin prescribed by the CPN. The ministry has not 
agreed to increasing that margin, and it still amounts to 
Z486 per liter of fuel. It should be borne in mind that 
fuel prices at CPN gasoline stations at present are: 


Diesel fuel: Z4,700 per liter; 94-octane gasoline, Z7,300 
per liter; 98-octane gasoline, Z7,500 per liter (in War- 
saw); Eurosuper lead-free gasoline, Z7,300 per liter. 























Motor Oils and Basic Diesel Fuel 
Gasolines Other Than 
Aviation Fuel 
Percent Minimpm Percent Minimpm 
Tax Tax 
As of 13 April 150 4.8 55 1.6 
As of 25 June 130 4.8 47 1.6 
As of 25 July 145 5.3 47 1.6 
As of 4 155 5.8 70 2.6 
October 
For 150 5.6 —_ — 
unleaded 
fuel 

















lin millions of zlotys per metric ton. 
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Agrarian Credit Society Formed To Assist 
Farmers 


93EP0055D Warsaw RYNKI ZAGRANICZNE 
in Polish No 124, 15 Oct 92 p 8 


[Article by (AZ): “Credits Brought Closer to Farmers”’] 


[Text] ““We do not want nor intend to replace banks or 
financial institutions, but we do want to fill a gap and 
satisfy the expectations of farms, commercial establish- 
ments, and processing plants,’ RYNKI ZAGRAN- 
ICZNE was told by Dr. Marian Krol, chairman of the 
board of the Agrarian Credit Society. ““We present credit 
solutions which proved highly satisfactory in countries 
with highly developed agriculture: in Denmark, Holland, 
Germany, and France.” 


The idea behind this solution consists in, generally 
speaking, short-term (up to three years) credits bearing a 
much lower interest rate than that charged by the banks. 
Most importantly, a member of the Agrarian Credit 
Society can himself determine the period of repayment 
and the size of installment payments. A requirement for 
credit eligibility is the payment of an application fee and 
membership dues to the Agrarian Credit Society, in the 
amount of 6 percent of the amount of the credit to be 
applied for, along with depositing a 30-percent surety. 
That surety may be deposited in installments prior to the 
granting of the loan, or it may be paid in a lump sum. 
Farmers can combine and take out loans in their joint 
names. 


The loans are granted for purchases of land, livestock, 
farm machinery and equipment, tractors, feeds, fertil- 
izers, and pesticides, as well as for building homes, 
farmsteads, and warehouses. They also are granted for 
equipping retail outlets and agricultural processing 
plants, purchasing means of transportation, building 
materials, and producer goods, and financing current 
commercial activities. Loans for consumer spending can 
also be made. 


Any member of the Agrarian Credit Society can apply for 
a loan more than once, upon paying the admission fee 
only the first time. Even when a farmer lacks the funds to 
make a loan payment, he need not fear legal or economic 
sanctions. His debt to the bank will be partially repaid 
from the surety on deposit. 


The loans and surety deposits are indexed to the 
exchange rate of the dollar, so as to protect the Society’s 
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members from price changes and inflation. The max- 
imum interest rate may not exceed 15 percent a year 
(whereas the banks charge at present a 50-60 percent 
interest rate). 


The founders of the Agrarian Credit Society are: the 
Wielkopolska Food Foundations, the Poznan Stock 
Exchange, G.P., Inc., and Invest-Bank, Inc. 


Profile of Most Hazardous Occupations Detailed 


93EP0046A Poznan WPROST in Polish No 43, 
25 Oct 92 pp 67-68 


[Article by Piotr Wrobel: “The Race With Death: We 
Have Second Place on the European ‘Black List’ of 
Number of Deadly Accidents at Work”’] 


“In comparison with the first half of the year 1991,” says 
Rzeszow District Work Inspector Andrzej Szczepan, 
“the number of accidents at work only minimally 
decreased. Unfortunately, the reason for the decrease is 
not better work conditions, but the decrease in produc- 
tion and in the employment rate.” 


According to the data of the Central Office of Statistics, 
the number of the reported occupational accidents (indi- 
vidual farmers not included) reached more than 116,000 
in 1991; this was 7.2 percent more than the year before. 
In Poland, the so-called frequency coefficient of occupa- 
tional accidents per | ,000 employed was 9.6, while in the 
Czech-Slovak Republic it did not exceed 7.6, and in 
Great Britain it was only 1.6. 


Most of the accidents occur in industry, forestry, agri- 
culture, and construction. The highest frequency of 
deaths was reported in forestry, construction, transport, 
and agriculture. The heaviest injuries reported by the 
inspectors occur in forestry, construction, and agricul- 
ture. 


Theoretically, according to the Main Inspectorate of 
Occupational Safety, the frequency of occupational acci- 
dents in the public sector is about 83 percent higher than 
that in private enterprises. In practice, however, private 
employers do not report all accidents—for example, 
when the accidents happen to their illegal workers. 


Year after year, the greatest danger occurs in two 
branches of the economy: in industry and in construc- 
tion. In industry, 65,000 occupational accidents were 
reported in 1991; a positive fact here is the decreasing 
number of deaths and of most serious body injuries. 
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Work Accident Casualties in 1991 
(Data for the Five Main Sectors of the National Economy) 


























Total Fatal Accidents Serious Bodily Injury Lighter Bodily Injury 
Total 116,066 781 4,925 110,360 
1. Industry 65,711 318 2,0647 62,826 
2. Construction 12,629 153 793 11,683 
3. Agriculture 8,281 56 374 7,851 
4. Transport and communications 7,163 81 360 6,722 
5. Health care and social welfare 6,158 19 293 5,847 

















Work-Related Iliness 





1. Hearing impairment: 3,198 





2. Voice organ impairment: 2,311 





3. Infectious diseases: 1,603 





4. Collier's lung: 1,417 





Total: 11,988 





Among the most comimon causes of accidents are the 
financial difficulties of industrial enterprises forced to 
forego modernization and investment. Other reasons of 
accidents are, according to the Main Inspectorate of 
Occupational Safety, neglect and errors due to lack of 
knowledge. 


In the Tychy Compact Car Plant, a new production line 
was opened before the so-called final inspection. As a 
result, one of the workers employed on the welding and 
assembly bay was severely injured. In the Glogow Sugar 
Refinery in Leszno Voivodeship, lack of knowledge 
about the possible dangers of the technological process 
was the cause of a serious accident. In October of 1991, 
an explosion of the 60-ton cooker with hot sugar liquid 
occurred in this sugar factory. Seven persons were killed 
and 10 were injured and scalded. 


In construction, 12,629 persons were involved in occu- 
pational accidents in 1991; 153 workers died. The 
inspectors think that the activities of private companies 
have become a serious problem in this sector; these 
companies systematically break the rules of occupational 
safety. Employment of illegal workers is very common. 


The most common causes of accidents are improper 
work organization, a poorly organized work place, and 
lack of supervision. 


“The classic example,” explains Jan Pas, senior occupa- 
tional inspector in Rzeszow, “is the death of a high 
school student who was an apprentice in the Rzeszow 
Energy Plant. The boy was sent to work with a group of 
workers who worked on the electric lines. He was struck 
by several thousand volts of electric power. 


The highest number of deadly accidents among total 
occupational accidents is reported in Norway: one fata 
accident per 97 accidents, and in Poland, one fatal 


accident per 159 accidents, or 0.63 percent. In Great 
Britain, the same coefficient does not exceed 0.19 per- 
cent. According to the General Occupational Inspector, 
the fact that we have second, and not first, place in 
Europe is thanks to incomplete data. 


The poor condition and inappropriate equipment in 
enterprises were the causes of 256 accidents; 168 times, 
outdated machines and equipment were at fault. Some 
184 accidents resulted from workers carelessness. 


In 1990-91, the most frequent occupational diseases in 
Poland were hearing impairment, impairment of voice 
organs, infectious illnesses, and collier’s lung. 


Most exposed to occupational diseases are health 
workers, of whom more than 212 persons per 100,000 
employed get sick; workers in education, 188 persons; 
industrial workers, 154; forestry workers, 132 sick per- 
sons for 100,000 employed. 


Among health workers, infectious deseases, especially 
viral liver infection, are most frequent. Among educa- 
tional workers, the dominant illnesses are those of the 
voice organs (96.5 percent of all illnesses). In industry, 
workers usually have damaged hearing organs, collier’s 
lung, bronchitis, or poisoning. 


Statistics of the Social Security Agency indicate that 
most pensions for impaired workers are paid to indus- 
trial workers who had accidents at work—4,984; this is 
an increase of about 20 percent compared to 1990. In 
second place on the Social Security Agency’s Black list 
are workers in education—1,291; and in health depart- 
ment—861. Most pensions awarded are in the third 
impairment group. In all branches of our economy 
except for trade, there was an increase in the number of 
pensions awarded in 1991. 
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JNA Documents Still Used by Macedonian Army 
— Skopje VECER in Macedonian 24 Sep 92 
pP 


Unatitributed article: “To the Army of the Republic of 
acedonia With Documents From the JNA!"} 


[Text] /nio whose army am | sending my son? 


Our regular reader, Dragi Krstevski from Skopje, asked us 
this question yesterday. And not only that, the man came 
into our editorial board in Skopje to show us the docu- 
ments that his son licho needs to pass in order to serve in 
the Army of the R ic of Macedonia. And there is no 
ambiguity about the photographs show: These are 
documents of the former JNA [Yugoslav People's Army), 
written in the Serbo-Croatian and in the Latin 

; . Krstevski insisted that we publish this statement 
of his: 


[Krstevski] Accepting complete material and criminal 
responsibility, | declare that | will not send my son into 
military service until he receives documents written in 
the Macedonian language, in the Cyrillic alphabet! 

And what more will happen? The exasperation of this 
parent is understandable, especially since in the course 
of the past months it would have been possible at least to 
authorize funds for the recruits to obtain documents that 
would make them feel that they are soldiers of the 
Macedonian Army and not of the former JNA. 


Macedonian Military School Proposal Criticized 
—— Skopje VECER in Macedonian 24 Sep 92 
Pp 


Article by B. Geroski: “West Point With a General 


ict?” 


[Text] What is the idea behind forming a military 
academy, which the generals are planning? 


The academy still does not exist formally, although it is 

said that already there is a certain directive from the head 

> b the J og 4 staff of the Macedonian Army concerning 
school, garnished” with a list of future teachers. 


Do we need such a concept of a military university when 


for every soldier we have almost one officer and general 
each in service in the Army? 


A few days ago, Admiral Dragoljub Botsinov, on televi- 
sion—tet us hope by a gross error of the —was 
“promoted,” if we understand well, to be the head of the 
military academy. Of course, the essence of this new 
miniepisode is the promotion to a still-nonexistent 
academy (the Macedonian West Point, as it is usually 
called). The people simply are confused: Does this 
famous academy exist or not? 


YUGOSLAVIA ” 


Teachers on a List 


It is NOt easy to answer this question. VECER unoffi- 
cially learned that on 2 September, that is, just during the 
days when it was clear that it is just a matter of time 
before the old minister of defense will be replaced and 
the new one will arrive, the head of the General Staff of 
the Macedonian Army, Mitre Arsovski, signed a decree 
for forming the military academy. What is still stranger, 
the decree was “garnished” with a list of the future 
untried teachers of this academy. In the meantime, 
according to the logic of things, the decision for forming 
such an institution should have carried the signature of 
the president of the Republic. Since this decision has not 
been published, logically it is possible to conclude that 
the academy, at least formally, still does not exist. 


Nevertheless, there would have to be at least two 
improbable situations for the military academy to be 
formed in a way that is plotted at the high level of the 
generals. On the one hand, the opinions of several 
important educational institutions would be completely 
ignored. Perhaps the people from the university actually 
do not understand military matters, but they must know 
how a university with all its features works. On the other 
hand, it would be the first time that teachers come to an 
establishment from the high school system by a decree 
(no matter whose), and not in the more normal way, by 
selection, reselection, etc. 


Certainly, most important of all is the fact that the public 
does not know what are the intentions of the people who 
are conspiring to form a military academy, because up to 
now, at least publically, there has been no publicity 
about how many and what personne! it will “produce.” 
This is a question that touches upon the essence of our 
concept of defense. 


Megalomaniac Idea 


It is interesting here to make a very small sketch and to 
bring out some interesting data. Namely, probably a 
comparison between Switzerland and Macedonia would 
be instructive. There are almost three times as many 
Swiss as there are Macedonians. The Army there has 
around | ,500 officers and military specialists. If the ratio 
of 3:1 in favor of Switzerland is maintained, this would 
mean that our Army should have around 500 officers. Of 
course, such mechanical comparisons are not precisely 
the most useful ones, but the fact is that our Army 
already has more officers than the Swiss Army does, and 
if the number of civilians in service to the Army of the 
Republic of Macedonia is added to this, it turns out that 
for each soldier we have almost one officer or general 
each in service to the Army. It is worthwhile checking to 
see if this is some kind of Guiness record. Again, around 
10,000 civil servants are employed by the Swiss defense 
(they look after the maintenance of the equipment, the 
military infrastructure, and the like), but in our country 
this number is 10 times smaller (instead of only three 
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times). These numbers clearly show that the conceptual 
principles in defense are directly reflected, first of all, in 
its staff structure. 


One more piece of information is very important: To 
what extent is there acceptance of the concept which the 
Institute for the United Nations of the Philosophy 
Department in Skopje proposes (and which is wiped out 
with a simple declaration by Botsinov); they are thinking 
about inviting offers for a competition for around 30 
academicians. One hears that the conspirators of the idea 
for a Macedonian West Point already at the beginning 
have thought about opening the doors for around 200 
students! Therefore, the Macedonian public needs to get 
an answer to the question: What is the deeper meaning of 
such a megalomanical and, because this is not openly 
stated, militant concept? 


Yugoslav Bank Official on Shortage of Money 


93BA0156D Belgrade BORBA in Serbo-Croatian 
19 Oct 92 p 11 


[Article by Jasna Kesic: “Vojislav Tomic, Director of the 
Treasury of the National Bank of Yugoslavia, on 
Shortage of Cash in Circulation"] 


[Text] Citizens, industry, banks, and commerce hold 120 
billion dinars, or the equivalent of about $600 million, at 
the official exchange rate. 


There are sufficient amounts of cash, but the cash flow 
has, from time to time, been disrupted, financial disci- 
pline is still lacking, and the basic standards for cash 
payme:..s are not being respected. This is why the 
National Bank of Yugoslavia does not plan to increase 
the amount of cash money in circulation. But, with great 
attention, it follows and adds to the cash flow so that 
payments of retirements, salaries, etc., are not threat- 
ened. 


These are the words of the most competent man on the 
issue of cash money, Vojislav Tomic, treasury director of 
the National Bank of Yugoslavia. He supported his 
estimate about sufficient cash with the fact that since the 
exchange of money began on | July, and until 12 
October, the national banks of the republics and prov- 
inces received 152.8 billion dinars in cash, and the SDK 
(public auditing service) received another 2 billion 
dinars. On 12 October, the treasuries of the national 
banks, the SDK, and the PTT [Post, Telephone, Tele- 
graph] had only 33.6 billion dinars, which means that 
only 120 billion dinars (the equivalent of about $600 
million or 876 million German marks, at the official 
rates of exchange) was in circulation, and this money was 
in the hands of citizens, industry, banks, and in com- 
merce. 


During July, August, and part of September, practically 
no shortage of money was felt, but from mid-September 
on there was more and more demand for cash. This is 
where one thing becomes illogical: In central Serbia, and 
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in Vojvodina, there was a daily shortage of money, while 
Kosovo had a surplus, and Montenegro had all it needed. 


Also, according to Vojislav Tomic, over 40 billion dinars 
was sent to Vojvodina, and today there remains only 
about 2 billion between the National Bank of Vojvodina 
and the SDK. A large daily demand for cash is typical for 
this area. The same is true for central Serbia, which was 
given over 90 billion, and the SDK now has only 
between 12 and 15 billion and, at times, this has even 
fallen below 7 billion at SDK. This is why Serbia tends to 
also have a great demand for cash. 


In contrast with this, Kosovo experiences a daily surplus 
of money at almost all bank branches. Around 3 billion 
dinars was sent there, but there is regularly a surplus of 
from 4 to 5 billion dinars above that amount. To use this 
money rationally, it is being regularly withdrawn from 
Kosovo and given to Vojvodina and Serbia. Montene- 
gro, as part of the distribution, got about 10 billion 
dinars, and the situation there is balanced and tends to 
remain balanced. 


Otherwise, the criteria for distribution of cash money are 
participation in the social product, the level of income, 
and a growth in retail prices. Thus Montenegro gets 10 
percent of the cash money, Serbia receives 63 percent, 
Vojvodina 23 percent, and Kosovo 4 percent. 


Further, according to Vojislay Tomic, the Council of 
Governors of the National Bank of Yugoslavia regularly 
follow the cash problem and, in an extremely objective 
manner, tries to identify the real needs, being aware of 
the fact that cash money has to be ensured for those 
priority needs that have to be paid exclusively with cash, 
such as salaries, pensions, the purchase of agricultural 
products, etc. But, here too, the Council of Governors is 
very cautious because it is known that a surplus of 
money, once put into circulation, increases the pressure 
on the stocks of commodities, and this causes prices to 
increase. Taking all this into account, over the last 
month and a half since the shortages started, an addi- 
tional 55 billion dinars has been put into circulation at 
the request of Serbia and Vojvodina. 


Explaining the reasons for the cash shortage, Vojislav 
Tomic says that the most significant reason was certainly 
the loss of confidence in noncash payments. Instruments 
for such payments—acceptance orders, checks, letters of 
exchange, letters of guarantee, etc.—no one wants to 
accept anymore, and in commodity transactions 
everyone wants money right away. Another reason that 
caused the shortage of cash is the fact that it is now 
possible to deposit daily proceeds from sales not only in 
the banks, but also in the SDK, which was not the case 
until just recently. It appears now that some stores 
deposit their daily proceeds from sales directly into the 
banks, and no one knows where the money goes from 
there. Large amounts, most certainly, find their way into 
the foreign currency black markets. 











JPRS-EER-92-159 
17 November 1992 


However, it is difficult to give a precise answer as to the 
exact whereabouts of the 120 billion dinars (the equiva- 
lent of $600 million), Mr. Tomic says that the auditors of 
the National Bank of Yugoslavia have not yet filed their 
reports regarding the flow of the money, and the cash 
situation. And, without these reports, no one can not get 
accurate information. However, one thing is known, and 
that is that the national banking system is broke, the 
SDK is broke, and that dozens of banks are demanding 
cash every day. From this, it is apparent that the money 
does not find its way into those institutions where it is 
supposed to, so that it can perform its functions. 


Data on High Interest Rates for Bank Deposits 


93BA0156B Belgrade BORBA in Serbo-Croatian 
26 Oct 92 p 12 


[Article by Biljana Stepanovic: ““The Best Way To ‘Fer- 
tilize’ Money; Interest Guards the Budget’’} 


[Text] Despite the announcement that several armored 
vehicles will be out on the streets of Belgrade to perform 
banking transactions “everywhere und every place,” the 
lines in front of Dafiment Bank are the longest since the 
interest rate there is the highest. Wide choice for depos- 
iting free money. 


With the situation changing daily, there is a real chance 
that if one were to one day look down from above, 
Belgrade would look like a spider-web, made up of 
people forming crisscrossed lines, coming from all direc- 
tions. This prognosis is not the least unreal—the col- 
umns now forming in front of some banks stretch so far 
that they could easily connect, let’s say, almost in front of 
the Serbian assembly building. 


Even with the promise that several armored vehicles 
would cruise through Belgrade, working with clients 
right on the streets, the crowds in front of the Dafiment 
Bank branches are not getting any smaller. And why 
would they, when one knows that he can earn money 
simply by tying up a deposit of 100,000 dinars for three 
or six months, and earn 583,000 or 5,496,598 dinars, 
respectively. If one, however, decides to deposit foreign 
currency instead of dinars, tying it up for three months 
you can get a foreign currency interest rate of 10.5 
percent per month, or for six months, a rate of 12.5 
percent per month. 


The new General Office Bank offers a monthly interest 
rate of 60 percent on monthly dinar deposits; 75 percent 
for deposits held for three months, or 62 percent with 
monthly withdrawals; 77 percent for six months, or 65 
percent with monthly withdrawals; and 80 percent for 12 
months, or 71 percent with monthly withdrawals. Thus, 
for a three-month cumulative deposit of 100,000 dinars 
one could earn 535,930 dinars, or after six months as 
much as 2,071,790 dinars. 


PKB Bank, for commercial paper, with a 10-day limit, 
offers a monthly interest rate of 70 percent. It also 
accepts savings in foreign currency, but pays the interest 
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in dinars: For 30 days the monthly interest rate is 20 
percent, calculated in the countervalue of the dinar at the 
Official exchange rate on the day of deposit. For the 60 
days, the interest rate is 25 percent, and for the 90 days 
it is 30 percent. If, for instance, one makes a time-deposit 
of 1,000 German marks, the interest will be 27,000 
dinars at the current exchange rate. For dinar deposits of 
30 days, the monthly interest rate is 40 percent, for 60 
days it is 42 percent, for 90 days it is 50 percent, and for 
180 days it is 51 percent, with monthly withdrawals of 
the accrued interest allowed. 


Union Bank, for time-deposits of over 30 days, offers a 
monthly interest rate of 30 percent; over 60 days a 
monthly rate of 72 percent; over 95 days the monthly 
rate is 78 percent; and over 180 days the monthly rate is 
85 percent. It is even possible to make a time-deposit for 
only seven days, with a monthly interest rate of 50 
percent, and for a two week time-deposit, the monthly 
interest rate is 54 percent. 


Karic Bank offers a monthly interest rate of 61 percent 
on one month time-deposits, 65 percent for two months, 
or 62 percent with monthly withdrawals. The monthly 
interest rate on a three-month deposit is 75 percent, 71 
percent with monthly withdrawal, and for a six-month 
deposit the monthly interest rate is 77 percent, or 72 
percent with monthly withdrawals. As an illustration, if 
you deposited 100,000 dinars, you would receive a total 
of 272,000 dinars after one month, or after three months, 
535,887 dinars. 


If you deposited 100,000 dinars at the Kolzeco Savings 
Bank, after two months you would receive 182,000 
more, and after three months 436,000 dinars. Delta 
Bank, whose branches, for now, are in Zrenjanin and 
Krusevac, would increase your deposit of 100,000 dinars 
to 465,656 dinars after three months. 


At the moment, Beobanka is at the bottom of the list, 
where for a deposit of 100,000 dinars, after three 
months, it would pay you a total of only 365,000 dinars, 
together with your principal. Postanska Stedionica—the 
Postal Savings Bank with the largest number of 
branches, offers the lowest interest rate—for one month 
48 percent, for three months 50 percent, and for six 
months 51 percent. 


Increased Tax on Private Banks’ Savings Interest 


93BA0156C Belgrade POLITIKA in Serbo-Croatian 
26 Oct 92 p 12 


[Article by Slavica Cedic: “After Increased State Tax on 
Interest, Attack on Private Banks’’] 


[Text] The decision of the delegates at the Assembly 
confused even the bankers who have remained silent. Can 
the banks take over the payment of the taxes on interest 
earned by their depositors? The Jugoskandik Bank esti- 
mate is that the state will make a monthly profit on the 
tax differential and earn between 10 and 20 million 
dollars. 
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It has been several days since the decision was adopted 
to introduce a 20-percent tax on real interest earned on 
dinar and foreign currency deposits, and the bankers are 
still silent. 


Information from the Assembly session on changes in 
the law covering income taxes, specifically that portion 
covering taxes to be paid on interest, is confusing for 
both the depositors and the bankers. In the meantime, 
they apparently forgot (if they ever really knew) that the 
law, even until now, provided for the taxation of real 
interest (the fact that it was never applied is the fault of 
those who were paid for carrying out the law, and for 
seeing to it that the Republic’s laws were executed), and 
an additional confusion was caused when some papers 
announced that the responsibility for paying such taxes 
is to be transferred from the depositors to the banks. 


Taxation Is Not New 


Those lucky enough to have “‘caught” someone from 
among those people, trained to be “elusive,” from the 
Republic Ministry of Finance have learned the truth: 
The tax law, indeed, is nothing new; depositors must pay 
taxes on any additional income that they make when 
they loan dinars, or foreign currency, to banks according 
to the law that wer: into effect on | January. And true, 
in contrast to the initial plan of the government to reach 
even deeper into the pockets of the depositor, the tax rate 
has only been increased from 15 percent to 20 percent. 
Also, as before, and as for all other forms of taxation on 
income, the taxes will be paid by those who earn the 
income, and that is of course the depositors, not the 
banks. Banks are obliged by law only to perform the role 
of a “technician” who, instead of the ignorant saver, will 
calculate which part of the interest is real (that is, above 
inflation), and how much the tax is on that portion which 
then has to be paid into the budget account, and to pay 
the remainder of the interest to the depositor. This is 
something similar to what accountants for different 
firms and retirement funds have been doing for months: 
They calculate and withhold taxes from the salaries and 
pensions of employees or pensioners, rather than the 
employees or pensioners doing it themselves. 


The bankers, however, until they get the official rules 
and explanations, do not have any advice to send out to 
their depositors. At the Dafiment Bank, after the initial, 
rather confusing claim made by Mrs. Dafina Milanovic 
that they have been, in fact, for months paying the taxes 
for their 12 million depositors, no further explanation 
has been forthcoming. For those citizens, who recently 
searched even their coat linings for a hidden dinar to, 
after days of waiting in line, deposit it at the Dafiment 
Bank at an interest rate that would far exceed the official 
inflation rate, nothing else remains now, but to anxiously 
wait until they find out whether, and how much, their 
interest income will be chipped away. Well-informed 
and authorized partners of Mrs. Milanovic apparently 
did not even have a moment of time before the week’s 
end to send a calming message to their depositors. 
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At the Karic Bank, which lately has been offering interest 
rates above 70 percent for dinar time-deposits, and 
above 80 percent for other types of time-deposits, depos- 
itors have to exercise patience. Unofficially, we hear that 
many depositors are inquiring about what will happen to 
their interest. 


Encouragement for Dinar Depositors 


An expression of encouragement that cynics might offer 
to dinar depositors at the Jugoskandik Bank is this: Since 
the banks’ interest rate of 40 percent is lower than the 
September inflation rate, their earned interest is unreal, 
and, therefore, free from taxation. 


Interest on foreign currency deposits could, however, be 
chipped away. The total amount of interest is subject to 
a tax rate of 20 percent. So, a depositor with a time- 
deposit of 100 German marks [DM], when the month is 
up, would get only DM8 in interest instead of the 
expected DM10—the difference of DM2 going into the 
Republic’s budget. 


Mr. Ljubivoje Sundic, economics and financial adviser 
to Jezdimir Vasiljevic, says that if the state orders the 
banks, not the depositors, to calculate and pay the 
required taxes from the interest due to the holders of 
foreign currency accounts, and then to pay the remainder 
of the interest to the depositor, the banks will do it. The 
depositors will probably be angry with the banks at the 
beginning, but if the law is clear, there can be no other 
way. 


Mr. Sundic believes that taxing only real interest (that 
portion above the inflation rate) on dinar and foreign 
currency accounts is the only proper strategy, although 
the “‘game”’ could also be seen in a different way: Where 
the state would first allow the depositor to save at high 
interests, waits, and then, not risking anything, takes a 
portion of the interest. 


In the end, Mr. Sundic, unlike other somewhat discour- 
aged guardians of the state budget who planned to gain a 
little profit from the depositors, believes that even with 
taxing only real interest, the state can still skim money 
off of the top. 


Mr. Sundic estimates that, based on the volume of 
foreign currency deposits in Serbia, the state could 
realize between 10 and 20 million dollars per month. 
And, that is not an insignificant sum.... 


[Box, p 9] 


Calculation 


Amendments to the law on taxation regarding citizens’ 
income officially went into effect on Friday, 23 October, 
and were published in the ‘“Sluzbeni glasnik RS” (Offi- 
cial Gazette of the Republic of Serbia) on 22 October. 
Now it is possible to make the first interest tax calcula- 
tion. For example, a one-month time-deposit of 100,000 
dinars, during the month of September when inflation 
was 64.4 percent and the interest rate was 76 percent, the 
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depositor would receive 73,680 dinars in interest instead 
of the expected 76,000 dinars; the 2,320 dinars (20- 
percent tax on the over-inflation amount of 1|1,600 
dinars) would be withheld by the bank and forwarded 
directly to the state. 


For a time-deposit of DM2,000, with a 10-percent 
monthly interest rate, the depositor would not earn 
DM200 but only DM 160 in interest, since DM40 would 
go to the coffers of the Republic. 


[Box, p 9] 
Can the Law Be Applied? 


The law regarding income taxation requires that the net 
interest income be taxed at a rate of 20 percent and that 
this net income is obtained when one takes from the 
gross interest the amount calculated at the retail price- 
growth rate applicable during the concerned period. 
With the additional instruction of 31 December 1991, 
signed by the previous Minister of Finance Jovan Zebic, 
the latest retail price growth rate information would be 
used in calculating the tax to be paid on the interest 
earned during the year. 


Ten days ago, the new Minister of Finance Slavko 
Culibrk, when the government was still planning to tax 
the total dinar interest earned, not even forgiving depos- 
itors compensation for that portion of their savings 
deposit devalued by inflation, said that the procedure of 
determining real interest is so complicated that the law is 
not viable. What are the bankers to do? 


Serbian Law on Nationalization of Land Criticized 


93BA0156A Belgrade BORBA in Serbo-Croatian 
26 Oct 92 p 10 


[Article by B. Gudan: “Almost Imperceptibly the Law 
Passed, According to Which the State of Serbia Became 
a Large Landowner: Hacienda in Office’’] 


[Text] How did Serbia become a shareholder and owner of 
over 300,000 hectares of the most fertile land in the 
Republic? The state is now the largest agricultural enter- 
prise. 


In Serbia, at this moment, a dual land policy is being 
carried out. What is this really about? On the one hand, 
the state is rigorously insisting, practically forcing, the 
responsible services to speed up, as fast as possible, the 
process of returning the land to the farmers. While on the 
other hand, the state is taking a good share of the land for 
itself, and thus transforming it into a state-run enter- 
prise, the main goal being to fill up the Republic’s empty 
coffers. 


Courting the farmers in the preelection campaign, the 
present government in Serbia promised the farmers, a year 
and a half ago, that they would get back the 200,000 hectares 
taken away from them after World War II, or receive an 
equivalent just compensation. All of the land should have 
been returned by | May of this year, but, according to 
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official information, the Serbian farmers, so far, have been 
given back only 122,000 hectares, and only half of that has 
been placed under their ownership. Delegates in the Serbian 
assembly have recently decided that the state will take into 
its own hands, that is under its ownership, all of the land 
taken away through agrarian reforms, and through the 
nationalization in 1945. 


Thus, the state of Serbia has become the owner and share- 
holder of some 300,000 hectares of land. Through this legal 
process, the term “social land’’ has been practically taken 
out of use. Having taken forested land into its hands, the 
Serbian state has now also become the owner of arable land. 
The bill that was adopted and that provides for socially 
owned land to be transformed into other forms of ownership 
provoked varied comments, most often in the form of fierce 
criticism, the most serious criticism being that the state is 
doing this with its own economic interests as its goal, 
wanting to fill up its empty coffers—taking away the best 
land and simply nationalizing it. The first article of the land 
nationalization law says that the land of agricultural estates 
is now to become the property of the state. The only land 
exempted from the law is that land that became a legal entity 
through its work in the past decades, as well as the land 
presently being lawfully returned to farmers and coopera- 
tives. But, the land now becoming the property of the state 
will continue to be used by those enterprises to which it used 
to belong. However, to be able to have the use of it, a 
monetary compensation must be paid into the Republic's 
fund for the protection, use, and management of land. In the 
case where an agricultural enterprise decides to, in accor- 
dance with law, transform socially owned property into 
some other form of property, i.e., to reprivatize itself, such 
state-owned land would not fall into this category. 


If an enterprise is not using the land in the best possible 
way, the state can take it away and give it to some other 
enterprise, of its choice, to use. Thus, the entire control 
of these 300,000 hectares in Serbia has been practically 
transferred to the Government of the Republic. Based on 
this law, the state has, for all practical purposes, become 
a shareholder in, or the owner of, huge complexes of the 
best land in the Republic. The Republic is now one of the 
largest of ‘agricultural enterprises,” i.e., the owner of an 
estate of world proportions. 


This move by the state has caused an abundance of criti- 
cism. Some claim that Serbia, by taking control over large 
land complexes, wants to return to the distant past. But one 
simple fact is, however, being pushed under the carpet, and 
that is that by passing this law all illusions of those who 
demanded that all properties, even the ones taken away 
through agrarian reform and nationalization, be returned to 
their onetime owners, are finally being shattered. 


If one keeps in mind that even before these ownership 
changes took place, that is during the entire postwar 
period, only 85 percent of the land was in private hands 
(the Serbian land fund amounts to about 7 million 
hectares), then 300,000 hectares seems large but only at 
the first look. Because, in addition to everything else, one 
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of the key questions that remains without an answer is: 
How does the Government of the Republic manage from 
one place, even though temporarily, this 300,000 hect- 
ares of land, the largest factory under open skies? 


[Box, p 10) 


Reform 


Through agrarian reform and nationalization in 1945, 
some 274,000 hectares of land was taken away from 
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landowners, ethnic German landowners, banks, and 
others in Serbia, and the land transferred under social 
ownership. Agricultural organizations gained about 
420,000 hectares through work, and that land became 
theirs. They can reprivatize this property through 
so-called recapitalization. And, finally, 200,000 hect- 
ares of social land should eventually be returned to the 
farmers, because the government has, so far, during the 
preelection campaign, made such a promise at least 
four times. 
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